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THE ECONOMIC JOURNAL 


SEPTEMBER, 1949 


THE BRITISH COMMONWEALTH AND EUROPEAN 
ECONOMIC CO-OPERATION ! 


THE primary impetus to closer co-operation in Europe may be 
political, but for the present discussion I want to focus attention 
on the economic issues, particularly, of course, the balance-of- 
payments problem. Apart from certain immediate objectives, 
such as the extension of transferability of European currencies, it 
is clear from the nature of the further methods of closer co- 
operation currently canvassed that they are meant to serve 
longer-term objectives. It is right that they should. But before 
these methods can be appraised it is necessary to ask precisely 
what problems they are intended to solve and in what kind of 
world-trading system they may be expected to operate. The 
present paper therefore falls into four parts: (i) the nature of 
Europe’s economic problems; (ii) an examination of various 
arguments which point either to the inevitability or to the desir- 
ability in the longer-run of the use of discriminatory devices to 
cope with balance-of-payments problems; (iii) an appraisal of the 
proposals for a European Customs Union, both from the point of 
view of what this would be likely to imply and from the point of 
view of the United Kingdom’s ties with the countries of the 
Commonwealth ; (iv) some suggestions of measures of co-operation 
which seem to avoid the pitfalls encountered by the Customs 
Union proposal and which would, it is felt, more fully than a 
Customs Union serve the longer-term objectives. 


(i) The Nature of Europe’s Economic Problems 


The basic cause of Europe’s economic problems is the structural 
change brought about by the War. It is excellently described in 
the General Report of the Committee of European Economic Co- 
operation in this way :— 

“The normal pattern of trade between the participating 
countries and Germany and the American continent was a 


1 A slightly shorter version of this paper was read at the Conference of Univer- 
sity Teachers of Economics at Bristol on January 9, 1949. A few revisions have 
been made in the light of the discussion at the Conference. 

No. 235—vou. LIx. Y 








308 THE ECONOMIC JOURNAL [SEPT. 


substantial deficit against the former on trading account; 
this deficit was $1,450 millions in 1938. This adverse trade 
balance was offset by the participating countries’ earnings on 
invisible account, by the sale of colonial produce to the 
United States, and by earnings of dollars from sales to the 
rest of the world. This was the customary process of 
multilateral trade. 

All these factors have been distorted by the war. The 
foreign investment income is gone; there is a big dollar bill 
for shipping services; tourist income has not yet recovered. 
At the same time, the loss of other sources of supply has 
forced Europe to turn to the American continent for essential 
supplies on a much greater scale than before, and prices have 
increased heavily; the dislocation of industry by the war has 
tended to damage particularly industries and agriculture 
which contributed most to Europe’s dollar income. The 
destruction in the Japanese war has turned the net income of 
sales of rubber, tin and other dollar-earning colonial products 
into a net expenditure. Finally, the shortage of dollars 
generally has made it hardly possible for Europe to earn 
dollars by sales to the rest of the world. The size of the 
deficit results from the cumulative effect of all these forces.” 


(p. 29.) 


Until 1947 explanations of Europe’s problems ran in these 
terms, that is in terms of the real consequences, in part short-run 
and in part more enduring, of the War. Some could be righted 
during the period of Marshall Aid, but others could not. These 
latter constitute the hard core of the adjustment problem. Ouxe 
important item is the loss of investment income, which for Europe 
as a whole was some $1 billion less in 1947 than in 1938. The 
uneven incidence of this latter alone would require changes in the 
structure of European balances of payments if a new equilibrium 
is to be struck. The heaviest losses were those of the United 
Kingdom. Therefore a new equilibrium will require a change in 
the United Kingdom’s balance of payments with other European 
countries. The pre-war pattern of trade and payments involved 
on the one side import surpluses by the United Kingdom with all 
but two (Greece and Turkey) European countries which were in 
part offset by invisible receipts, while on the other side Germany 
had export surpluses to most European countries which they 
were able to offset against their sterling earnings. Any realistic 
picture of a new equilibrium of European payments must allow 
for the reduced import surpluses with European countries that 
the United Kingdom can sustain while her export balances else- 
where are at a lower level than pre-war. It is a condition, there- 
fore, for any scheme of closer co-operation that increased imports 
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by the United Kingdom from Europe must be matched by corres- 
ponding exports to Europe either by an increase in European 
imports or by a diversion of purchases from elsewhere, or both. 
In 1947 the economic and financial situation of Europe suffered 
a serious setback. This may in part be accounted for by the 
weather, which adversely affected both industrial and agricultural 
production. But in greater degree it was associated with the 
monetary difficulties which came to a head in that year. In so far 
as the monetary difficulties were due to methods of deficit financing 
it is fortunate that the connection between them and the external 
imbalance has become more widely appreciated. With open 
inflation the rise in domestic prices increased the incentive to 
import, while exchange rates were stable, and reduced the ability to 
export. With suppressed inflation, factors of production were 
drawn away from the export sector by the clamant domestic 
demand, and there was every incentive to evade allocations of 
products to export in favour of the more lucrative home market. 
There are two further aspects which should be given 
their due weight. In the first place, the removal, by budget 
surpluses or otherwise, of the inflationary pressure is only a first 
step in the process of adjustment. Its removal will free resources 
which can then be used in the export sector or at home to close 
the gap between imports and exports. Unless this diversion is 
effective, the structural disequilibrium will remain. In the 
second place, while the readjustment problem is in great measure 
eased by the receipt of external aid it is also in the short-run to 
some extent complicated. When aid is received in the form of 
foodstuffs and tobacco it exerts a disinflationary effect which 
owing to the yield of tax revenue on its sale may be considerable.! 
At the same time, however, the receipt of raw materials and pro- 
ducers’ goods generally is likely to exert in the short-run a net 
inflationary stimulus. This will be so where they are comple- 
mentary to internal resources. Their receipt will then tend 
to stoke up the inflationary pressure by increasing the range of 
competing demands for co-operant factors. The more external 
assistance takes the form of eliminating ‘‘ bottlenecks ” on pro- 
duction and increasing the availability of complements the more 
difficult it becomes to cope with these effects. A disinflationary 
policy based on a curtailment of capital formation will not, of 
course, come up against this complication; neither will it con- 
tribute towards structural readjustment. If there are to be 


2 See Sir Hubert Henderson, ‘‘ Cheap Money and the Budget,”’ Economic 
Journat, Vol. LVII, No. 227, September 1947, pp. 270-1. 
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producers’ goods in the external aid, the disinflationary policy 
should free the right kinds of resources so that the absorption of 
producers’ goods does not exert an added pressure on wages and 
other factor prices. 

The test of internal policy is, therefore, not whether it grapples 
successfully with monetary pressure with the assistance of relief 
deliveries from abroad, but rather whether it copes with the 
problem of changing the productive structure of the economy with 
the help of reconstruction imports. Time is short and the external 
gap considerable. According to the Survey of the Economic Situa- 
tion and Prospects of Europe ‘“ to restore equilibrium in Europe’s 
balance of payments with overseas will require a large expansion 
of exports or a large contraction of imports or some combination 
of both methods. In relation to the 1938 volume of oversea trade, 
the gap to be filled is in the order of $2,000 million and would 
require a 56 per cent increase in Europe’s exports or a 36 per cent 
contraction in its imports. In relation to the 1947 levels of trade 
(expressed in 1938 prices) the gap is about $3,300 million and 
would involve a 114 per cent increase in exports or a 53 per cent 
contraction in imports.” + Given this position what methods of 
closer co-operation should European countries consider ? 


(ii) The Nature of the Longer-run Trade Setting 

This depends in great measure on the nature of the trading 
system working in the longer-run when the European problem of 
producing exportable goods and services has become one of selling 
the goods and services they are capable of producing. Several 
arguments have been adduced to show that this latter problem is 
not finally soluble, that, in other words, there is an intractable 
dollar shortage. Neither the theoretical arguments nor the 
empirical evidence of those who have made this thesis have much 
in common. For the present purpose it will suffice to examine 
four such views.? In the first place, it appears that we should 
confine within narrow limits the contention that ‘classical doc- 
trine that no country can undersell the rest all round is not fully 

applicable to the real world.” * May I quote the argument :— 
“ Starting from a position of balanced trade, suppose that 
one country, Alpha, improves in efficiency in producing 


1 Research and Planning Division, Economic Commission for Europe, Geneva, 
April 1948, p. 66. 

2 We may ignore the theoretically conceivable but highly unlikely possibility 
that there might be such low elasticities of demand of each country for imports that 
no equilibrium could be found. (See Marshall, Money, Credit and Commerce, p. 354.) 

3 Mrs. J. Robinson, ‘‘ The Pure Theory of International Trade,”’ The Review of 
Economic Studies, Vol. XIV (2), p. 104. 
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tradable goods. She now develops a surplus of exports. If 
there were already nearly full employment in Alpha at the 
beginning of the story, money-wage rates would start to rise, 
and the surplus would be wiped out. But if there was suffi- 
cient unemployment (in open or disguised form) to permit the 
increase in output to take place (along with any further con- 
sequential increase due to increased home investment) and 
still leave a reserve of labour, there is no reason why money 
wages should rise. Alpha is now a country of cheap labour, in 
thesensethat her productivity, relatively totherest of the world, 
exceeds her wage level relatively to the rest of the world, and 
she is underselling the rest of the world all round, in the sense 
that she is a low-cost producer over a wider range of tradable 
output than that over which she is a high-cost producer. 
Her terms of trade are less favourable than they would be if 
wages rose to the equilibrium level, and the rest of the world 
benefits to the extent that her goods are sold so much the 
cheaper. But the rest of the world experiences the dis- 
advantage of having lost markets to Alpha and is conse- 
quently suffering from unemployment, or from greater 
difficulty in maintaining employment. It also experiences 
monetary difficulties owing to the drain of gold to Alpha.” 


The argument is summed up thus :— 


“‘ Whether the standard of life is high or low, a surplus 
tends to develop wherever productivity increases faster, 
relatively to money-wage rates, than in the rest of the world. 
Since technical progress and capital accumulation proceed 
very unevenly over the world, while the response of wage 
rates to increased employment is very sluggish, the tendency 
to establish the equilibrium wage rates never works fast 
enough to catch up with changing circumstances.” 


It is concluded therefore that ‘‘ the classical model shows us 
that in reality disequilibrium is the normal rule.” But the argu- 
ment as stated does not support such a general conclusion. It 
assumes that either unemployment or a marked lag in the adjust- 
ment of money-wage rates maintains the initial advantage of 
Alpha. If the improvement in efficiency and the deterioration 
in the terms of trade of Alpha continued, this would not continue 
to hold. The deflationary pressure on the outside world is 
apparently invoked to ensure that the process does not continue 
long enough in Alpha for money-wage rates to rise. The de- 
flationary movement in the rest of the world cuts short any 
equilibrating tendency.1 It may also be that the two-country 

1 A similar deflationary process is invoked by Dr. T. Balogh in his critique 


of Mr. G. D. A. MacDougall’s demonstration of the general effectiveness of de- 
valuation. (Economic JourNAL, Vol. LVIII, No. 229, p. 83.) 
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and few-commodity case has led to an exaggeration of the reper- 
cussions of the lag in the operation of the wage adjustment in 
Alpha, just as similar examples exaggerate the degree to which a 
country can turn the terms of trade in its own favour by the 
imposition of a tariff not exceeding a certain optimal level. 

The other arguments to be examined are more specifically 
related to the existing maladjustment between the productive 
resources of the United States and elsewhere. Among the first 
of these was the thesis advanced by Dr. C. P. Kindleberger.! 


* At basis,” he says, “the explanavion for the chronic 
world shortage of dollars is to be found in the technical superi- 
ority of the United States in the production of many goods 
necessary to a high modern standard of living and to the 
natural desire in other countries to raise real incomes faster 
than the basic conditions of their economic productivity 
justify. The United States has large and fairly balanced 
natural resources, relatively modern and efficient capital 
equipment, but a large domestic market for the output of its 
own mass-production industries. The United States can pro- 
duce a variety of producers’ and consumers’ goods with a 
price and quality advantage so great as to be almost absolute. 
The advantages of other countries over the Unites States in 
the production of other industrial goods are relatively 
narrow. Under these conditions the law of comparative 
advantage can establish equilibrium in international trade 
only with great difficulty, especially since technological 
advance is being made in the United States and abroad at a 
rapid pace.” (pp. 379-80.) 


The detailed argument appears to use the terms “ income 
elasticity. of demand ” and “ marginal propensity to import ”’ as 
synonyms. The intention appears to be to assume that the 
United States has a comparatively low income elasticity of 
demand for imports and a low ratio of exports to national income, 
while the rest of the world has a high income elasticity of demand 
for imports and a high ratio of exports to national income. Start- 
ing from an equilibrium position, an increase in income in the 
United States and in the rest of the world would raise the demand 
for American goods more than it would raise American demand for 
imports: a dollar shortage would result. But this would, in 
fact, be chronic only if the process stopped there. It would in 
practice lead to consequential movements of income in the U.S. 
and elsewhere. The American export surplus would raise in- 
comes further, while the import surplus elsewhere would depress 


1 “*Tnternational Monetary Stabilization ’’ (in Postwar Economic Problems, 
edited by S. E. Harris, New York, 1943). 
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incomes. The multiplier effect would bring about balance of 
payments equilibrium if it were permitted to operate fully in both 
the U.S. and the rest of the world. 

It is odd that Dr. Kindleberger found empirical support for his 
thesis not by measuring the relevant elasticities nor by showing the 
realisation, during periods of rising incomes, of severe pressures on 
the foreign-exchange market but instead by appeal to the balance 
of U.S. merchandise trade. ‘‘ That a shortage exists,” he claims, 
“is supported by the fact that the merchandise trade balance of 
the U.S. has been favourable each year since the large-scale 
capital imports of the 1870’s.”” But is evidence of such an active 
balance really proof of such a dollar shortage? Does it not, in 
fact, suggest that interest-rate differentials have induced foreign 
lending by Americans? No useful purpose is served by treating 
capital outflow, both long- and short-term, as synonymous with 
deep-seated difficulties in realising equilibrium in the foreign 
exchanges. 

While Dr. Kindleberger appeals to experience during periods of 
American prosperity to verify his thesis, Professor 8. E. Harris 
appeals to experience during a period of American depression. By 
“ dollar scarcity ’”’ he chooses to mean “ an excess of dollars used 
over dollars supplied, the difference being made up by the borrow- 
ing on short-term account from the United States and shipping 
gold to the United States.”1 This definition may be useful for 
some purposes, but in the context it is hardly adequate without 
further elaboration, for it includes within the total all capital 
flights from Europe and elsewhere to the United States and the 
withdrawal of capital from Europe and elsewhere. A sudden 
cessation of international lending—as a priori reasoning would 
lead one to expect and as experience time and again has shown— 
or a movement of funds not induced by interest-rate differentials 
will have seriously disturbing effects. But these movements 
should be separated from any which are due to operative disequili- 
brium tendencies or to failure in the equilibrating processes. 

Finally, let us turn to the argument found from time to time 
in the pages of The Economist. The argument seems to be based 
on the assumption of an asymmetry between the United States 
and Europe: while the one is relatively self-contained the other 
has a highly inelastic demand for American goods. In other 
words, exchange movements cannot be relied on to close the gap 
owing to the width of the movements required which would 
seriously affect the terms of trade of European countries. 

1 Economic JouRNAL, Vol. LVII, No. 226, p. 165. 
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“Within the range that Governments will allow,” it is 
argued, “itis very difficult . . . to see how the United States is 
going to purchase so much from the rest of the world as to 
create the supply of dollars that the rest of the world would 
need to pay for what it would buy from the United States if it 
were free to buy as much as it would like to.” + 


This is, of course, a rigorous condition to satisfy ; it is doubtful 
whether in the past countries have been in a position to import 
all the goods and services that would have brought positive satis- 
faction. The opportunity is missed of suggesting that some very 
real assistance to European countries would be provided by a 
lowering of American tariffs, which are still on some items highly 
protective of American production. Instead the argument is 
alleged to show the need for discrimination against dollar pur- 
chases.2. To this I return later. 

Failure to secure balance-of-payments equilibrium has been 
attributed in the views discussed to one of the following assump- 
tions: (i) an increase in productivity under either depressed 
conditions or with a serious lag in money-wage movements which 
induces a deflationary movement elsewhere; (ii) perverse elasti- 
cities of demand for imports with respect to income; (iii) perverse 
price elasticities of demand for imports. On both of the latter 
two calculations are liable to a wide margin of error. For what 
it is worth it may be noted that for (ii) during the 1930s the United 
Kingdom’s elasticity was less than that of the United States, 
being 0-83 and 0-96 respectively. But whatever these magnitudes 
may be, they do not determine the measure of reliance that may 
be put on exchange-rate changes for dealing with balance-of-pay- 
ments deficits. The magnitude of the price elasticity of demand 
for imports is crucial in this respect. It is fashionable to quote 
relatively low values for this elasticity. This is not the occasion 
to examine the statistical methods hitherto employed in these 
calculations, but it should be borne in mind that for the recent 
periods normally taken one would expect to find price changes in 
some cases relatively ineffective in determining the volume and 
direction of trade. And this for the simple reason that when trade 


1 Vol. CLV, No. 5471, p. 5. 


2 On its attitude to the American tariff see the issue of December 4, 1943, 
pp. 750-1. 


3 See Review of Economic Statistics, Vol. XXVII, pp. 156-70 and Vol. XXXV, 
pp. 418-30. 

* See Review of Economic Statistics, Vol. XXVII, p. 4, where the United 
States elasticity of demand for imports is put at —0-5 and Economic JOURNAL, 
Vol. LVI, No. 222, p. 197, where the United Kingdom elasticity of demand for 
imports is calculated to be —0-59. 
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is subject to important quantitative and exchange controls the 
extent to which country A’s exports may be substituted for those 
of country B is necessarily circumscribed.1_ In a world largely 
cleansed of these limitations their effectiveness would necessarily 
be greater. It may be asked also whether those who deny the 
efficacy of depreciation would not support appreciation. Would 
the United Kingdom’s external balance have been worsened after 
1925 if a lower sterling—dollar rate had been fixed?? It might, of 
course, be urged—as indeed Dr. J. J. Polak has *—that while 
depreciation will generally correct a price disequilibrium it will 
only correct a “structural disequilibrium,’ due, for example, to 
a shift of demand, by passing on the disequilibrium to other 
countries, which they, in turn, have to cope with. It is true that 
the initial use of exchange depreciation might involve secondary 
exchange movements elsewhere. But there is no inevitability 
about the conclusions that Dr. Polak comes to, namely, that for 
structural disorders exchange depreciation is to be avoided. In 
the first place, it is difficult to agree with the sharpness of the 
distinction between price and structural maladjustment; a 
changed price relationship would contribute to the movement of 
resources necessary to regain structural equilibrium. In the 
second place, even if the shortcomings of exchange movements 
were accepted it would not inevitably follow that alternative 
methods were preferable without examining the full implications 
of these alternatives. It is not clear how these secondary reper- 
cussions of exchange-rate changes, which Dr. Polak perhaps 
exaggerates, are really avoided by direct import restrictions. In 
fact, if the import cuts are concentrated on a few items the 
secondary repercussion on particular countries may well be much 
more severe than if the reduction were spread among imports for 
which demand is elastic through an exchange movement. 

This leads to the question of discrimination. Its examination 
is germane to our subject. Sir Hubert Henderson declared in the 
course of a brilliant survey of the background and implications of 
the Report of the Committee of European Economic Co-operation 4 

1 Furthermore, it may be expected that the full effect of a price change will 
not be immediately apparent. It will take time for it to have its full effect. 
Allowance for such a Jag has not been made in all calculations; the relatively 
small effect of the relative price change is therefore not surprising. 

* No evidence has yet been produced to suggest that the U.K. was confronted 
with a kinked demand curve for her exports. This appears to be the only way 
of supporting neither depreciation nor appreciation. 

* Exchange Depreciation and International Monetary Stability,’’ Review of 


Economic Statistics, Vol. XXIX, No. 3. 
« “The European Economic Report,” International Affairs, Vol. XXIV, No. 1. 
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that ‘‘ So long as there is this lack of balance between America and 
Europe, the principle of non-discrimination on which American 
policy seeks to base the code of rules which is to govern future 
commercial policy is obviously quite inappropriate’ (p. 25). 
This thesis is fast becoming part of current orthodoxy and has led 
to the inclusion of the scarce-currency clause in the Bretton 
Woods Agreement and to Article 23 in the Charter of the proposed 
International Trade Organisation.1 

The arguments have the merits of sounding like good common 
sense. They are put in either of two forms. Discrimination is 
alleged to permit the wisest use of dollars because it permits 
countries to concentrate their use on goods which the dollar area 
can alone supply and enables purchases of goods which other areas 
can supply, perhaps at a somewhat higher price, to be bought 
elsewhere.? It is also argued that it would be foolish to cut out all 
imports of, say, tobacco because dollars were not available to 
purchase American tobacco. Strict adherence to non-discrimina- 
tion would, it is urged, merely generalise the difficulties of trade 
with dollar countries to non-dollar countries without any com- 
pensatory advantage being gained. But it is to be doubted 
whether the superficial attractiveness of this argument is not a 
snare and a delusion. 

Suppose we find ourselves importing more from America than 
current earnings of dollars can cover. Import restrictions are 
applied to reduce the volume of imports to what can be covered 
out of current dollar receipts. Purchases are switched elsewhere, 
and the countries enjoying the increased trade have an export 
surplus with England. The surplus is not convertible into dollars, 
and these countries are unlikely to wish to accumulate sterling 
balances for long. If they are prepared to take in exchange the 
goods available in England, the increased purchases can continue 
without any change in the use of productive resources in England. 
If they wish to use the extra sterling earnings on goods not 
currently available in England, either the switch of purchase will 
prove abortive or else the appropriate changes must be brought 
about in England’s export trades. It may reasonably be claimed 
that if the diversion of purchases is at all considerable some 
changes in the character of English exports will be required. It is 
clear therefore that temporary and short-term expedients would 
not necessarily avoid changes in the character of export production. 
Yet even if this is not necessary it should be noted that nothing 


1 Exceptions to the rule of non-discrimination in the transitional period. 
* Sir Hubert Henderson, loc. cit., p. 25. 
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happens to improve England’s long-term dollar position; on the 
contrary the diversion avoids the issue entirely. In either event, 
whether they avoid this movement or not, they would do nothing 
to remove the cause of the initial dollar deficit. The discrimina- 
tion would persist. Suppose that discriminatory import restric- 
tions are not resorted to. The initial dollar deficit leads to a cut 
in imports from all sources. There is a bigger fall in the volume 
of trade than takes place under the discriminatory policy. Again, 
however, the test of such a policy is not wholly the immediate 
but, in part, the longer-run consequences. If the resources freed 
can be used to provide either exports to the dollar area or sub- 
stitutes for imports from the dollar area then the dollar deficit is 
improved. Only in those cases, probably few in number, where 
the resources that would be freed by non-discriminatory import 
restrictions could find no uses that would contribute directly or 
indirectly to the reduction of the dollar deficit is there a case for 
discriminatory import restrictions. 

It is undeniable that by discriminatory devices the restriction 
or world trade is minimised, although even here some adherents of 
the new idea appear to go over far. Thus Professor Frisch’s 
subtle schemes ! for bringing about equilibrium in every country’s 
balance of payments with the minimum reduction in the overall 
volume of trade might if strictly applied require some countries to 
forgo highly desirable imports obtained from one source rather 
than less essential imports obtained from elsewhere. Further- 
more, nothing whatsoever, it seems, is to be done to remedy the 
underlying cause of the initial imbalance. This appears to be 
accepted, and the use of matrices keeps the damage to a minimum. 
So that if a start were made to direct trade on these principles the 
initial unbalance is accepted and adjustments in trade balances 
made on that basis. 

If the policy was rather to accept the need for discrimination 
only in cases either where there was no alternative dollar or 
dollar-saving use for the resources or where particular hardship 
would be caused, then there would be a real possibility that the 
structural changes necessary to repair the external imbalance 
would be putin hand. In the absence of this adjustment, which no 
doubt, like most adjustments, would be somewhat painful, the 
need is postponed and increasingly focused on the direct-trading 


1 See his articles ‘‘On the Need for Forecasting a Multilateral Balance of 
Payments” (American Economic Review, Vol. XX XVII, No. 4) and ‘‘ The Problem 
of Multi-compensatory Trade” (The Review of Economics and Statistics, Vol. 
XXX, No. 4). 
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relationships of the countries concerned and the surplus countries, 
i.e., of Europe with America. Trade between Europe and other 
continents might increase, and the problem of paying for goods 
European countries would like to buy from America would 
remain as intractable as ever. The dollar shortage might, indeed, 
become chronic because the structural changes necessary for a 
movement towards external balance have been impeded by policies 
aimed at maintaining the volume of trade in the immediate period. 
Unfortunately the price of the latter appears to be the acceptance 
of the initial cause of imbalance. 


(iii) A European Customs Union 


The purposes of closer European co-operation should be to 
facilitate this change in trading relationships and to do so within 
the framework of Bretton Woods and the proposed International 
Trade Organisation. It has been suggested that the arrange- 
ments for European co-operation might take one of several forms 
—federation, customs union, bilateral agreements. I do not wish 
to examine the federal form at this place. Apart from doubts 
about its political feasibility at the present time, I feel that it is 
not required as a framework within which to solve the economic 
purposes mentioned. It may be noted that those economists who, 
in the past, have been among its strongest champions have not 
been primarily concerned with its economic merits. “It would 
be wrong to say,” Professor Robbins has told us,1 “ that economic 
advantage was the raison d’étre of federation; the raison d’étre of 
federation is the preservation of justice and civilization; and 
justice and civilization involve much more than economic advant- 
age.” And it is pertinent to note also that the freer trade within 
the American federal system has been brought about with enorm- 
ous cost in terms of the restraint of external trade. 

Nor am I convinced that the widespread belief in a customs 
union is well founded. By a customs union is to be understood 
an arrangement whereby trade barriers are eliminated between 
members and a uniform system of trade barriers applied to trade 
with non-members. Doubts concerning this form of co-operation 
come from three directions. The first concerns the level of tariffs 
in the new customs union. According to Article 44 of the charter 
of the proposed International Trade Organisation, the duties and 
other regulations of trade imposed by the customs union “ shall 
not on the whole be higher or more restrictive than the general 


1 ** Economic Aspects of Federation,” in Federal Union, edited by M. Chaning- 
Pearce (Cape, 1940, p. 167). 
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incidence of the duties and regulations applicable prior to the 
formation of such union.” Even if this were strictly followed it 
does not imply that in all cases trade would flow more in accord- 
ance with comparative advantage than it did under the former 
regime of uniform protective tariffs. This is so because imports 
which surmount a uniform tariff barrier have, in the absence of 
subsidisation or dumping, been produced in the country outside 
the protected area where conditions are economically most 
advantageous. If the tariff is not uniform, the production of 
these goods may for this reason be diverted to countries within the 
new group where conditions are less suitable. Far from correct- 
ing a maldistribution of resources the customs union might in this 
way add to the maldistribution.1 This would hold a fortiori if 
the formation of the customs union involved an increase in the 
general level of trade barriers with non-member countries. Quite 
apart from any tendency on the part of the new group to raise 
tariffs in order to gain a terms-of-trade advantage at the expense 
of the rest of the world, the level of obstructions might be raised 
in the case where the members of the group have initially markedly 
different tariff levels. In such a case the I.T.O. rule would put on 
the high-tariff countries a burden of readjustment which they 
would be likely to accept, if at all, only on the assurance of large 
compensating advantages and the assumption that later accessions 
to the group would not involve further major changes. In Western 
Europe this position presents itself. France is highly protectionist, 
particularly in agriculture. It would require a sizable diversion 
of resources in France from their existing uses if she joined a 
customs union whose general level of tariffs approached that of the 
average level for the whole of Western Europe.’ 

In the second place, the formation of a customs union would 
involve agreement not only on tariffs but also on the use of 
quantitative controls, otherwise any prospect of an increase of 
trade resulting from the lowered tariffs might well fail to be realised. 
The possibility that trade between members might at any time 
be restricted by quantitative trade controls would in any case 
deter investment in projects which would require a large free- 
market area for their economic working. It is not useful to 
suggest that the use of these methods be forbidden after their 
acceptance under Article 23 of the charter of I.T.O. Nor is it 


1 Cf. Jacob Viner, ‘‘ The Most-Favoured-Nation Clause in American Commer- 
cial Treaties,’’ Journal of Political Economy, Vol. XXXII, No. 1, pp. 107-8. 

® Cf. Charles Bettelheim, Bilan de l'économie francaise 1919-1946 (Presses 
Universitaires de France, 1947, especially pp. 170-7). 
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simple to transfer the power to apply them to the central customs- 
union authority. On the one hand, it is not clear that under the 
present agreements quantitative controls might be applied on 
balance-of-payments grounds outside areas having a common 
quota in the International Monetary Fund; presumably the 
customs-union group would not be merged to this extent at least at 
inception. Quotas might be imposed therefore only on the trade 
of those countries in the group in balance-of-payments difficulties. 
On the other hand, if the central authority had the right to veto 
the imposition of quotas by one member country on the trade of 
another member country it would require to have at its disposal 
alternative means of coping with the imbalance in trade. In the 
short run this might involve the use of gold and other exchangeable 
reserves; in the longer run it might require the adoption of new 
exchange rates. In order therefore to remove the threat of 
quantitative restrictions on the trade of member countries the 
central authority in the customs-union group would require not 
merely the right to forbid the use of such restrictions within the 
group but also the power to induce the necessary changes in 
exchange policy to terminate the cause of the exchange pressures 
within the group. If this be so, it is clear that under modern 
conditions the text-book examples of past customs unions are out 
of date. If this method is to be applied at all it must be on an 
entirely new basis. A customs union would require apart from 
agreement on tariffs the means to maintain equilibrium in the 
balance of payments within the group without the use of quantita- 
tive measures. This would imply the possession of liquid reserves 
by the central authority and the willingness to use them con- 
ditionally—on condition that a suitable exchange-rate policy were 
adopted. These implications may not be acceptable to all 
prospective member countries. If they are accepted it involves 
a willingness to accept decisions on trade policy taken by a regional 
group on which each country is necessarily in a minority position. 

In the third place, the commercial and other ties between the 
United Kingdom and other Commonwealth countries presents a 
further obstacle. Unless there was a major change in their 
policies of industrial development Commonwealth countries would 
not be likely to join the group under discussion, because the main 
competitors with many of their secondary industries are to be 
found among the countries of Western Europe. Furthermore, 
some Commonwealth countries would not share the wish of 
European countries to reduce dependence on the United States. 
The obvious cases are Canada and, owing to gold, South Africa, 
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although Australia might also perhaps be found in this group. 
The question arises, therefore, whether the United Kingdom could 
be a member of both the Western European group and of the 
Commonwealth group at the same time. The elimination of 
barriers to the movement of goods between members of the 
Western European group would put Commonwealth suppliers at 
a disadvantage in the United Kingdom market. Even if the 
United Kingdom unilaterally granted free entry to Common- 
wealth goods in the United Kingdom it would involve the elimina- 
tion of the preference on Commonwealth foodstuffs compared with 
Dutch and Danish supplies, and it is not to be expected that other 
European countries would feel called upon to make a similar one- 
sided concession.!_ And if the United Kingdom felt called upon to 
bring tariffs on Commonwealth goods into line with those of 
member countries of the customs union she would further be 
required to reduce duties on United States goods so that the margin 
of preference would not be raised as between Commonwealth and 
American imports. Existing United Kingdom undertakings 
respecting the margin of preference would therefore appear to 
make the problem of her membership of both a European group and 
a Commonwealth group virtually insoluble. The general problem 
would persist even if the present tariff-reducing powers of the 
United States were fully used to eliminate preferences, for these 
powers are certainly not adequate to bring about the complete 
dismantling of the whole system. 

It has been suggested 2 that the position might be covered by 

1 As the preference was negotiated on a reciprocal basis, the Dominions would 
legitimately reduce preferences on United Kingdom goods if European supplies 
were granted equal treatment. 

2 By R. F. Harrod, Lloyds Bank Review, July 1948. It may be noted that 
on occasion in the past customs-union arrangements have permitted individual 
members to adhere to separate commercial arrangements with non-members. 
Thus the South African Customs Union Convention of 1903 permitted Southern 
Rhodesia to grant rebates on goods imported from any British territory. There 
have also been a few cases of partial customs unions under which members have 
retained their tariff autonomy. According to the United Nations report, Customs 
Unions (pp. 60-1), ‘‘ Of these that between Norway and Sweden in the nine- 
teenth century had the longest life. Tariff autonomy was rendered possible by the 
fact that the exemption from duty only applied to indigenous goods; imported 
goods were liable to duty, though at one stage in the arrangement between Nor- 
way and Sweden foreign goods entering into one of these countries from the other, 
if they had paid the standard rates in the country which they entered first, paid 
only half the rate of duty in the second. The provision was not one which was 
likely in many cases to render indirect import advantageous. But difficulties 
did arise about determining whether goods were or were not indigenous products. 
The partial union permitting customs autonomy was facilitated by the facts, 


that, first, for a time all frontier trade in foreign goods was prohibited, and 
secondly, even when this prohibition was abrogated, communications by land 
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an arrangement which involved on the one hand the elimination of 
duties as between members and on the other hand freedom of 
applying any level of tariffs on goods coming from outside. The 
United Kingdom could therefore charge what duties she pleased 
on Commonwealth goods subject to her undertakings to the 
United States respecting the margin of preference. This is a 
possible solution. Provision would have to be made for the 
separation of United Kingdom goods imported into Europe from 
the re-export of Commonwealth goods to Europe. On the one 
group no duties would be levied, whilst on the other European 
countries would levy duties as if the goods were directly imported 
from the Commonwealth countries concerned. To be complete it 
would also be necessary to permit European countries to levy duties 
on United Kingdom exports which have been made possible by 
the import of Commonwealth goods. Thus it would not be suffi- 
cient to separate for tariff purposes United Kingdom machinery 
and Canadian wheat exported from the United Kingdom. It 
would also be necessary to separate from the free-entry goods 
English wheat whose export to Europe had been made possible by 
substitution in England of Canadian wheat. For some items of 
export the extent of substitutability of the English product for the 
free-list Commonwealth product might be significant. A schedule 
comprising such items would have to be agreed. 


(iv) Methods of Economic Co-operation in Western Europe 


Quite apart from these problems, under existing conditions the 
attempt to negotiate a customs union is fraught with difficulty at 
every point. No one who has watched the negotiations between 
the Belgo-—Luxemburg Union and the Netherlands will either 
underestimate the difficulties or exaggerate the benefits over the 
next few years. Apart from difficulties due to disparities in 
price levels and structures, excise duties and the like, agreement 
has been necessary on the extent of State control in economic 
affairs. The Dutch have undertaken gradually to abandon much 
of their policy of control in favour of freer market conditions.1 A 
Western European Union would be vastly more complicated. 
But other methods promise quicker and fuller benefits; tariffs 





remained very defective. When the railway between Stockholm and Oslo was 
opened the administration of the whole system was rendered much more difficult, 
and the partial union came to an end in 1897.” 

1 Details may be found in the report of the Sub-committee on France and the 
Low Countries of the U.S. House of Representatives Select Committee on Foreign 
Aid, The Belgium-Luxemburg—Netherlands Customs and Economic Union (Govern- 
roent Printing Office, Washington, 1948). 
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are by no means the principal impediments to inter-European 
trade. The methods which would more fully serve the purposes 
of European economic co-operation include the following three. 
Firstly, it is highly desirable that the fullest use is made on 
the basis of co-operative efforts of Europe’s resources which re- 
quire for their economic development initially large capital out- 
lays and which would produce outputs too large for use in the 
country in which they are located. What I have in mind may 
perhaps best be shown by reference to the General Report of the 
C.E.E.C. It was estimated that there was a deficit of electric 
power of some 17%. This deficit would take time to make good, 
and in the meantime other developments would be held back and 
demands on coal increased. To correct the position as swiftly 
and as economically as possible an International Programme was 
drawn up. This envisaged the erection of nine main installations. 
Of these, five would be in Italy (four hydro-electric and one geo- 
thermic), one served by the Rhine on the Franco—German fron- 
tier, one situated in Austria but served by water from Switzerland 
and Italy and two in Western Germany (brown coal). It was 
declaretl : ‘‘ The installations have by unanimous agreement been 
selected on a purely economic basis and without regard to national 
frontiers. Thus, some of the stations will supply electricity mainly 
to countries other than those in which they are situated. The 
International Programme, therefore, involves the co-operative 
development of national resources by the participating countries 
and Western Germany ” (p. 50). The pre-requisites for this type 
of development are thus the need to operate on a large scale and 
the willingness of participating countries to become more inter- 
dependent. This latter is an important consideration because 
the developments involve capital industries which may well be 
essential to a country’s war potential. The willingness to locate 
and extend plant on economic grounds does consequently pre- 
suppose that there is no conflict with military considerations. A 
limiting factor in Western Europe would therefore be the com- 
position of the group which is prepared to pool and co-ordinate 
defence measures. This form of co-operation is particularly 
attractive at a time when there prevails in all the countries con- 
cerned a severe pressure on resources available for capital projects. 
Secondly, there is every reason that co-operative efforts should 
not be confined to productive processes involving the use of large 
fixed plant. It is desirable that production should be located 
wherever comparative advantage is greatest. There would be 


difficulty in the removal of the protective shelter behind which 
No. 235—vVo.. LIx. Z 
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some European industries and much of European agriculture has 
grown if it meant that resources, some possibly highly specific, 
were suddenly subjected to fierce competition. But a method 
might be devised to ease the transition. Supposing there had 
been another bout of tariff reductions on a multilateral basis such 
as took place in Geneva in October 1947. Supposing this meant 
that certain United Kingdom protected trades lost an essential 
part of their protective support. If this were combined with 
the offer of financial assistance for those factors that could only in 
time and at some cost transfer elsewhere the changed use of re- 
sources might well come about quickly and without antagonising 
the interest affected.1_ On the one hand there might be a Develop- 
ment Fund subscribed by participating countries and available for 
approved transfers of resources resulting from tariff reductions. On 
the other hand there might as occasion required be the encourage- 
ment of particular developments by the negotiation between two or 
more countries of preferential treatment for the products of the 
industries concerned. This would be compatible with the obliga- 
tions inyolved in joining the proposed International Trade 
Organisation. Under Article 15 new preferential agreements are 
permitted in the interests of programmes of economic develop- 
ment or reconstruction. Such preferences would be limited to an 
initial ten-year period with the possibility of a maximum extension 
for a further five years. 

Thirdly, it would appear that much valuable though somewhat 
undramatic co-operative effort might be focused on the question 
of improving the speed and eliminating avoidable costs in the 
movement of raw materials and the distribution of goods within 
Europe. There is a compelling case for developing an inter- 
connected network of navigable waterways and roads on an inter- 
national rather than a national basis. 

To what extent efforts such as these ? will require to be backed 
up at some point with a new structure of exchange rates in Europe 
remains to be seen. This in part depends on the efforts made by 
European countries, but in part also on the way in which the 
United States balance-of-payments position is expected to move. 


1 Cf. G. C. Allen, ‘‘ An Aspect of Industrial Reorganisation,’ Economic 
JouRNAL, Vol. LV, p. 218-19. 

* It would appear that no more than this is strictly required under the Econo- 
mic Co-operation Act. ‘‘ As a method of legislative interpretation,” according to 
Mr. Finletter, the representative in the United Kingdom of the U.S. Economic 
Co-operation Administration, ‘‘ there can be no question that the words ‘ economic 
co-operation ’’ mean economic co-operation, and nothing else.”” (International 
Affairs, Vol. XXV, No. 1, p. 5.) 
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It is highly desirable that after considering the proposals made by 
European countries for coping with their balances the United 
States Administration should produce a forecast of their own 
international economic position and its implications. This would 
provide valuable guidance to European countries in their working 


out of ways and means of closer co-operation. 
D. J. Morgan 
London School of Economics. 











CHANGES IN LEVEL AND DIVERSITY OF EMPLOY- 
MENT IN REGIONS OF GREAT BRITAIN, 1939-47 


A COMPARISON between the years 1939 and 1947 immediately 
shows that the concentration of industrial employment in the 
London and South-eastern Region has somewhat diminished, and 
that regions with a smaller industrial potential, like the East, 
South, South-west, North of England, and Wales, have corre- 
spondingly gained. A less obvious feature is the apparent fact 
that the degree of industrial specialisation has diminished in every 
single region. A low degree of specialisation in this context 
means the same as a high degree of diversity. We can therefore 
equally well say that industrial diversity is greater in 1947 than 
in 1939. This conclusion has been based on a measure of special- 
isation in each region, evolved by this writer in a previous study 
entitled “ Industrial Specialisation in Scotland and in regions 
of England and Wales ”’1 and mainly devoted to inter-regional 
comparisons. The present paper is chiefly concerned with the 
changes between 1939 and 1947 in each region, which are analysed 
further. 

As in the previous study, the basic figures used are the numbers 
of persons insured under the general schemes (excluding banking 
and insurance, for which no regional figures are available) by 
industry in each of eleven regions, as given by the Ministry of 
Labour, in the Tables relating to employment and unemployment in 
Great Britain (H.M.S.O., 1947 and 1948). With the exception of 
the first table, figures for employed persons only have been used. 
The industry figures have been combined into twenty-five groups, 
which were chosen as in the previous study; the grouping is 
roughly, though not exactly, the same as that adopted by the 
Ministry of Labour for its broad grouping. The differences are 
that the Ministry of Labour groups “‘ Non-metalliferous Mining 
Products ” and “ Brick, Tile, Pipe, etc.’ have been combined; 
so have the Ministry of Labour groups “ Pottery, Earthenware, 
etc.” and ‘‘ Glass’; whilst “‘ Miscellaneous Services ” has been 
subdivided, so as to show government service separately. The 
resulting twenty-five groups are listed in Tables IV and XI. 

As a first step to this analysis, figures for the additional year 


1 Cf. Yorkshire Bulletin of Economic and Social Research, Vol. 1, No. 1, pp. 
19-30. 
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1945 have been introduced; the figures in each of the three years 
are based on July. Thus, the period 1939-47 is divided into two 
parts, the first being one of war-time changes, and the second one 
of post-war reconversion. July 1947 can be said to mark, 
approximately, the end of the immediate post-war period; the 
problems of absorbing the bulk of the Forces into industry and 
the switch over from war-time to peace-time needs had, by that 
time, been largely solved. This does not mean to say that the 
industrial structure of Britain in 1947 is ideal; but changes after 
that date should follow the more long-term needs of the country 
and thus belong to a new phase of development. 

The first table given here provides a basis for deducing the 
absolute and relative changes in the totals of insured persons in 
each region between the three dates. 


TABLE I 





Total insured persons in each region. 





Region. Number (000). % of Great Britain. 
g 40 





1939. | 1945. | 1947. | 1939. | 1945. | 1947. 























London and South- | 

east . .  .| 3,760 | 2,861 | 3,492 | 23-99 | 21-23 | 22-71 
Est . . . 750 676 781 4:79 | 5:02] 5-08 
ee. 8 og 642 619 697 | 410 | 459 4-53 
South-west . . 751 698 784| 479 | 618 | 510 
Midlands ’ || 2,527} 1,378 | 1,500] 9-74] 10-22] 9-76 
North Midlands .| 1,084 956 | 1.065 | 6-92 7-09 | 6-93 
East and West 

Ridings . .| 1,457] 1,241 | 1,399| 9:30] 9-21 9-10 
North-west . .| 2376 | 2.009 | 2,268 | 15:16 | 14-91 | 14-75 
— .;. .« -~« 951 899 | 1,001 6-07 | 667] 651 
Wales . . 696 678 731 4-441] 5:03] 4-75 
Scotland. . .| 1,677 | 1,463 1,658 | 10:70] 10-85] 10-78 

Great Britain . | 15,671 | 13,478 | 15,376 | 100-00 | 100-00 | 100-00 








The first three columns show that the net effect of the call-up 
on one hand and the absorption of manpower reserves into industry 
on the other hand was to reduce, by 1945, the total of insured 
workers by 2-2 million. By 1947 the reverse movement increased 
the total by 1-9 million, leaving it at little below the pre-war 
level. The reduction and subsequent expansion in the labour 
force was felt in each region, though not to the same extent. In 
the East, the South, the South-west, the North of England and 
in Wales the total of insured persons is actually higher in 1947 
than in 1939; in the remaining regions, particularly the London 
and South-east, it is lower. 
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The last three columns show that the London and South- 
eastern Region lost a substantial part of its share of the insured 
population during the War, but had partly regained it by 1947, 
The share of the Ridings and of the North-west fell slightly but 
steadily, whilst that of the East steadily increased. The remain- 
ing regions had relative gains during the War, but kept only part 
of their gains. 

Using figures for employed instead of total insured persons, 
we obtain the following picture. 


TABLE II 





Total insured employed in each region. 





























Region. Number (000). % of Great Britain. 

1939. | 1945. | 1947. | 1939. | 1945. | 1947. 

London and South- 
east. : . | 3,574-4 | 2,843-5 | 3,425-9| 24-68 | 21-32 | 22-90 
East . .  .| 713-9} 672-7| 7674] 493 | 505 | 6513 
South . ; . | 623-0] 615:3| 685-3} 4:30 | 461 | 4-58 
South-west . . | 721-2] 693-2] 767-5} 498 | 520] 518 
Midlands ; . | 1,445-7 | 1,367-4 | 1478-4 | 9-98 | 10-26 | 9-88 
North Midlands __. | 1,014.6 | 952-3| 1,051-2| 7-00 | 7-14 | 7-03 

East and West | 

Ridings : . | 1,340-9 | 1,230-0 | 1,371-1 9:26 | 9-22 | 917 
North-west. . | 2,116-3 | 1,993-8 | 2,197-7| 14:61 | 14-95 | 14-69 
North . ' . | 833-6 | 879-4] 9564) 575 | 6-60 | 6-39 
Wales .. . | 697-4| 652-6| 677-7| 4-12 4-89 4:53 
Scotland. .  . | 1,504-4| 1,434-1 | 1,581-3| 10-39 | 10-76 | 10-57 
Great Britain —. |14,485-4 /13,334-3 14,9599 | 100-00 | 100-00 | 100-00 

| | | | 





Owing to the virtual abolition of unemployment during the 
War, the fluctuations in total employment are far smaller than 
those in the total insured labour force. Employment during the 
War fell by 1-1 million for the country as a whole and subsequently 
expanded by 1-6 million, so that it is at a higher level in 1947 than 
in 1939, in spite of a smaller number of insured persons. The 
North of England, and Wales, did not share the war-time fall in 
employment but expanded steadily ; of the remaining regions, the 
London and South-east is the only one that has not, by 1947, 
exceeded its pre-war level. 

The relative changes in employed are broadly the same as 
those in insured persons. Main exception is the North-western 
Region, which on the present basis has gained, not lost, during the 
period 1939-45 and on balance over the period 1939-47. The 
Midlands Region, on the other hand, shows on balance over the 
period 1939-47, a loss instead of a slight gain. But on the whole, 
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the changes in the regional share of employed persons are accom- 
panied by similar changes in the share of insured persons and can 
therefore only to a minor extent be explained by the reduction in 
registered unemployment. 

The next table is to show changes in diversity, measured by 
the coefficient of specialisation for each region. The coefficient, 
as defined, can be obtained by comparing the employment distribu- 
tion over the twenty-five groups of the region with that of the 
rest of Great Britain, and by adding all the positive differences 
(or the numerical value of all negative differences). It can also 
be obtained by comparing the employment distribution of the 
region with that of Britain as a whole, adding the positive differ- 
ences, and applying a correction factor. This correction is not 
essential for comparisons between different dates, but is important 
for inter-regional comparisons; if the second method is used 
without applying a correction factor, a bias arises which will make 
the larger regions appear relatively more diversified, and the 
smaller regions more specialised, than is appropriate. The 
coefficient may, in theory, vary between 0, indicating that the 
region is perfectly diversified on the standard of the country as a 
whole, and 100%, indicating that the region is completely 
specialised and has no industry in common with the rest of the 
country. 

















TaB_e III 
Coefficient of specialisation (%) for each 
region within Great Britain, based on insured 
Region. employed, in twenty-five industry groups. 
1939. 1945. | 1947. 
London and South-east ; 24-7 | 22-8 22-2 
East . ; j : i 21-2 | 19-7 19-3 
South 26-0 23°5 23-9 
South-west 20-2 21-4 | 18-8 
Midlands . E 30-8 27-0 | 27-8 
North Midlands . . 22-4 19-2 18-7 
East and West Ridings 21-5 20-2 19-0 
North-west ‘ ‘ 19-5 | 17-0 17-7 
North 25:5 24:3 21-4 
Wales 35-0 29-4 24-6 
Scotland 10-8 | 11-3 10-2 











The table shows that the decline in specialisation, or increase 
in diversity, which took place in each region between 1939 and 
1947, did not take place simultaneously. It appears to be entirely 
due to war-time changes in the South, the Midlands and the North- 
west ; and mainly so, in London and South-east, the East and the 
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North Midlands. On the other hand, the post-war period appears 
to be entirely responsible for the increase in diversity in the case 
of the South-west and of Scotland, and chiefly responsible in the 
case of the North of England. The small change in the Ridings 
and the large change in Wales are divided about evenly between 
war-time and post-war periods. 

Since the value of the coefficient of specialisation depends on 
the industrial grouping on which it is based, the significance of 
the results given here, as well as the following analysis, is some- 
what limited by the fact that regional differences and changes 
over time within industrial groups are not taken into account 
here. Nevertheless, it is felt that the industrial grouping adopted 
here has a sound economic meaning, and the results based on it 
are useful in giving a broad picture. 





























TABLE IV 
Insured employed in Great Britain in each 
industry group. 
Industry group. Index 
Number (000). (1939 = 100). 
1939. | 1945. | 1947. | 1945. 1947. 
Agriculture . : ‘ ; 545-2 630-8 644-1 | 115-7 118-2 
Fishing ; ; ; . 27-4 10-7 24-5 39-1 89-2 
Mining é . . 866-8 782-1 804-8 90-2 92-9 
Bricks, Cement, ete. ‘ ‘ 159-0 80-7 137-6 50-8 86-5 
Pottery and Glass : ; 116-8 83-5 120-7 71-5 103-4 
Chemicals, etc. ‘ " ‘ 273-4 416-5 327-9 | 152-3 119-9 
Metal Manufacture ; . 318-8 350-4 357-0 | 109-9 112-0 
Engineering . ; ; ‘ 941-9 | 1,412-6 | 1,220-5 | 150-0 129-6 
Vehicles 2 . = : 541-2 928-3 644-4 | 171-5 119-1 
Shipbuilding 141-7 247-0 209-4 | 174-4 147°8 
Miscellaneous Metal Industries 780-4 783-1 903-6 | 100-3 115-8 
Textiles : ; : . | 1,009-6 602-3 747-1 59-7 74:0 
Leather ‘ ‘ : ‘ 74-2 49-7 69-4 66-9 93-5 
Clothing ; ; 626-1 389-3 514-8 62-2 82-2 
Food, Drink, Tobacco : : 601-5 461-8 546-4 76-8 90-8 
Woodworking . : : 244-0 180-7 240-4 74-1 98-5 
Paper, etc. . 480-4 266-4 393-7 55-5 82-0 
Miscellaneous Manufacturing . 225-8 200-4 272-8 88-7 120-8 
Building and Civil Engineering 1,206-3 632-8 | 1,139-9 52-5 94-5 
Gas, Water, ee rape ‘ 216-3 164-9 230-5 76-2 106-6 
Transport . ‘ 815-9 923-7 | 1,045-2 | 113-2 128-1 
Distribution ‘ . | 2,189-8 | 1,436-5 | 1,746-1 65-6 79-7 
Commerce and Finance . P 117-7 65-0 93-9 55-2 79-7 
Government Service a ‘ 645-6 | 1,265-1 | 1,257-9 | 196-0 194-8 
Miscellaneous Services . . | 1,319-6 970-0 | 1,267-3 73-5 96-0 
AllIndustries . . — . |14,485-4 |13,334-3 [14,959-9 | 92-1 | 103-3 








To take the analysis one step farther, the changes in the 
industrial structure of each region may be considered to consist 
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of two components. First, the industrial structure of Great 
Britain as a whole has changed; secondly, the geographical 
distribution of employment within each industry group has 
shifted. The problem will be to separate the effects of the two 
factors on level and diversity of employment in each region. 

The changes in the employment structure of Great Britain as 
a whole are given in Table IV. In interpreting these figures it 
must be remembered that they are based on insured workers only, 
and the changes shown here do not accurately reflect changes in 
manpower for each industry group. 

An interesting feature in this table can be brought out if the 
information is summarised by combining ‘“ Agriculture,” “‘ Fish- 
ing” and ‘“‘ Mining ” into a broad group “ Primary production,” 
the fifteen groups from ‘“‘ Bricks, cement, etc.” to “‘ Miscellaneous 
manufacturing ” into “ Manufacturing ’’ and the seven groups 
from “ Building and civil engineering ’’ onwards into “ Services,”’ 
as in Table V. 


TABLE V 





Insured employed in Great Britain in each 
broad group. 





imociand peeves (1939 = 100). 





1939. | 1945. | 1947. 1945. 1947. 














Primary production ; . | 1,439-4 | 1,423-6 | 1,473-4 98-9 102-4 
Manufacturing ‘ . . | 6,534°8 | 6,452-7 | 6,705-7 98-7 102-6 
Services ‘ : ; . | 6,511-2 | 5,458-0 | 6,780-8 83-8 104-1 











All Industries . ‘ ; |14,485-4 13,3343 114,959°9 | 92-1 | 103-3 





The service trades, naturally, have suffered the severest war- 
time contraction, followed by the most rapid post-war expansion. 
But it is surprising to see that the expansion rates of the three 
groups, over the whole period 1939-47, are so similar. The main 
changes in industrial structure can thus be said to have taken 
place within each of the broad groups. For example, as seen 
from Table IV, agriculture has gained, but mining has lost; the 
metal trades have gained, and the main consumer goods industries 
have lost; government service has gained, and distribution has 
lost. 

Table IV can also be used as a basis for a broad classification 
of the industry groups into four categories, according to the 
changes in employment which took place in the periods under 





332 THE ECONOMIC JOURNAL [SEPT. 


consideration. The categories, and the groups falling into each 
of them, are as follows :— 


I. War-time expansion, partly offset by post-war contrac- 
tion : Chemicals, etc.; Engineering; Vehicles; Shipbuilding ; 
Government service (5 groups). 

II. Steady expansion : Agriculture; Metal manufacture ; 
Miscellaneous metal industries; Transport (4 groups). 

III. War-time contraction, more than offset by post-war 
expansion: Pottery and glass; Miscellaneous manufactur- 
ing; Gas, water, electricity (3 groups). 

IV. War-time contraction, partly offset by post-war 
expansion : Fishing; Mining; Bricks, cement, etc. ; Textiles; 
Leather; Clothing; Food, drink, tobacco; Woodworking ; 
Paper, etc.; Building and civil engineering; Distribution; 
Commerce and finance; Miscellaneous services (13 groups). 


This classification conceals differences in individual expansion 
or contraction rates which are, in some cases, quite wide; never- 
theless, it is useful for giving a broad picture. There is no 
industry group in which there has been a decline in employment 
both in war-time and in the post-war period; nor is there a case 
of a post-war contraction more than offsetting a war-time expan- 
sion. According to definition, employment expanded between 
1939 and 1945 in categories I and II; between 1945 and 1947 in 
categories II, III and IV; on balance between 1939 and 1947 in 
categories I, IT and III. 

Table VI shows the regional expansion and contraction rates 
in each of those categories. 

Taking each of the four categories as a whole, the changes in 
employment are largely the same for each region as those for 
Britain as a whole: war-time expansion, followed by contraction 
in category I; steady expansion in category Il; war-time con- 
traction, followed by expansion in categories III and IV; the net 
result being expansion in category III and contraction in category 
IV. Exceptions are the London and South-eastern and the 
Midlands Regions, for which the increase in employment in 
category II industries does not start till 1945; and Scotland, which 
does not reach, by 1947, the 1939 level in category III industries. 
An outstanding feature of the table is also the high expansion 
rate in category I industries for Wales; it will be seen later that 
employment in these industries was very low for Wales in 1939. 

Nevertheless, we can conclude from this table that the most 
important changes in the industrial structure of each region have 
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TaBLE VI 
Index of insured employed in each region 
(1939 = 100). 
Region. I : 
ndustry groups in category. all 
a '’ industries. 
) is. III. IV. 

London and South-east : 

1945 : , ‘ 151-4 93-7 75-5 57-8 79-6 

1947 , ‘ ‘ 140-9 113-2 106-5 79-2 95-8 
East : 

1945 - . ; 163-1 111-9 91-8 66-7 94-2 

1947 ‘ , ‘ 151-6 119-9 128-4 88-2 107°5 
South : 

1945 . ‘ ‘ 178-7 121-6 89-9 §2-4 98-8 

1947 ‘ . ‘ 152-5 133-4 113-3 87:3 110-0 
South-west : 

1945 ; j j 174-3 123-8 93-6 64-2 96-1 

1947 ‘ ‘ ‘ 149-3 131-2 119-1 86-0 106-4 
Midlands : 

1945 ‘ ‘ ; 149-1 99-3 70-7 66-3 94-6 

1947 ; ‘ ‘ 1258 108-5 102-6 85:3 102-3 
North Midlands : 

1945 : ‘ ‘ 171-1 112-0 92-9 71-1 93-9 

1947 , ‘ ‘ 144-8 120-8 127-3 88-9 103-6 
East and West Ridings : 

1945 ‘ : , 154-4 116-9 89-9 71-4 91-7 

1947 ' é , 134-6 125-5 121-9 88-7 102-3 
North-west : 

1945 : ‘ j 181-9 120-6 80-3 66-7 94-2 

1947 ; ‘ ‘ 148-7 130-4 114-7 86-2 103-8 
North : 

1945 ; ; . 164-8 130-1 97-1 80-2 105-5 

1947 , ‘ : 142-6 135-2 145-8 99-6 114-7 
Wales : 

1945 ‘ J ; 364-9 116-7 93-8 73-0 109-2 

1947 ‘ . j 231-6 125-4 162-0 92-3 113-5 
Scotland : 

1945 . , . 172-6 111-2 84-1 71-1 95-3 

1947 , : : 145-3 115-7 97-2 92-0 105-1 
Great Britain : 

1945 ; ‘ ; 167-9 109-9 80-3 66-4 92-1 

1947 - , ; 143-9 119-9 111-7 86-6 103-3 

















been those following a common trend all over the country. We 
are therefore justified in concentrating on this common trend for 
the moment and in treating the geographical redistribution of 
each industry as a secondary feature, to be considered later on. 

Table VII shows how far the industries in each category are 
represented in each region in 1939. 

The figures for the Midlands differ widely from those of any 
other region. On the hypothesis that the geographical distribu- 
tion of employment in each industry group remains unchanged, 
the high proportion employed in category I-III industries and the 
low proportion in category IV industries should bring about a 
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Proportion of insured employed, for each region 


1939 (% of total employed) in 





























Region. Industry groups in category. 
All in- 
dustries. 
a i. III. IV. 

London and South-east . 16-6 14-9 5-0 63-5 100-0 

East . 2 17-2 22-6 3-1 57-1 100-0 

South . 22-6 15-6 3-0 58-8 100-0 

South-west 20-1 14-8 3-1 62-0 100-0 

Midlands 3 22-5 28-4 7-4 41-7 100-0 

North Midlands > 15:8 16-0 2-0 66-2 100-0 
East and West Ridings . 15-8 14-8 2-6 66-8 100-0 | 

North-west ‘ ; 17-5 12-7 4-0 65-8 100-0 

North . 20-5 15:2 2-0 62-3 100-0 

Wales . 8-8 23-4 1-6 66-2 100-0 

Scotland 16-9 16-8 3-0 63-3 100-0 
Great Britain 17°5 17-0 3°9 61-6 100-0 














considerably higher level of employment in 1947 than in 1939 for 


this region. 


On the other hand, the North Midlands, the East 


and West Ridings and the North-western Region seem to have an 
industrial structure unfavourable to expansion between 1939 and 


1947. 


TasieE VIII 





Expected total of insured employed in each region (at 
1939 regional distribution in each industry group). 





























Region. Number (000). °% of Great Britain. 

\ 

1939. 1945. 1947. 1939. 1945. 1947. | 

London and South- 
east . . - 4:4 | 3,207-5 | 3,700-8 24-68 24-05 24-74 
East 3-9 670-4 756-8 4-93 5-03 5-06 
South 23-0 606-3 672-8 4-30 4-55 4:50 
South-west 21-2 681-3 760-2 4-98 5-11 5-08 
Midlands : 5-7 | 1,453-8 | 1,560-4 9-98 10-90 10-43 
North Midlands ; 4:6 910-7 | 1,017-2 7-00 6-83 6-80 

East and West 

Ridings 40-9 | 1,190-1 | 1,333-6 9-26 8-93 8-91 
North-west 16-3 | 1,868-2 | 2,103-2 14-61 14-01 14-06 
North 33-6 817-2 882-3 5°75 6-13 5-90 
Wales : 597-4 550-0 617-1 4-12 4-12 4-12 
Scotland . 1,504-4 | 1,378-8 | 1,555-°5 10-39 10-34 10-40 
Great Britain 14,485-4 |13,334-3 |14,959-9 | 100-00 | 100-00 | 100-00 








In order to get quantitative information on this point, we have 
calculated the hypothetical level of employment in each region 


























1949] EMPLOYMENT IN GREAT BRITAIN, 1939-47 335 





for 1945 and 1947 at the 1939 geographical distribution in each 
industry group, or in other words, the employment obtained by 
applying national expansion and contraction rates for each 
industry group to all regions. Comparing the results with the 
actual figures for 1939, we obtain the following picture, as given 
in Table VIII. 

The figures confirm the suppositions drawn from Table VII. 
In most regions we should, according to Table VIII, expect to 
find in 1945 a lower, but in 1947 a higher, level of employment 
than in 1939. Exceptions are the Midlands Region, where we 
should expect a gain in employment even between 1939 and 1945, 
and the Ridings and North-western Regions, where employment 
in 1947 should be slightly below 1939; in the North Midlands, the 
gain on balance during 1939-47 should be very slight. There 
should be similar changes in the shares of each region in the total 
employment of the country. 

So far, we have studied the effect of changes in the industrial 
structure of Great Britain on regional levels of employment only. 
It will also be of interest to consider the effect of these structural 
changes on diversity of employment in the regions. 

On superficial consideration one might believe that changes 
which equally affect Britain as a whole and each region do not 
influence the degree of specialisation or diversity; but this is not 
true. It must be remembered that some industries are highly 
concentrated in one or more regions, others are widely dispersed. 
If the most highly concentrated industries had expanded and the 
most widely dispersed industries had contracted, this would have 
automatically raised the coefficients of specialisation for each 
region; the opposite movement would have reduced them. The 
actual changes in the British economy are, however, a mixture of 
both, and we should not expect to find the same result in every 
region. In some regions the industries which increased in import- 
ance may have been those on which the excess or deficiency of 
the region is highest, and thus the coefficient of specialisation 
rises; in others, the opposite may be true. This is examined in 
Table IX. 

The results are as expected. The changes in the industrial 
structure of Britain tended to bring about both increases and 
decreases in specialisation of individual regions, most of the effects 
being small. On the whole, the decreases predominate, particu- 
larly for the years 1945-47, but also over the whole period; this 
means that the highly localised industries have, on balance, 
somewhat lost in importance. 
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TABLE IX 
Expected coefficient of specialisation (%) for 
each region (at 1939 regional distribution in 
Region. each eaten group). 
l 
1939. 1945. | 1947, 
London and South-east . 24-7 23-4 23-0 
East x 3 ; ‘ 21-2 21-7 21-1 
South ‘ a . . 4 26-0 25-7 25-0 
South-west . : , 20-2 20-7 19-9 
Midlands . i ‘ e. 30-8 32-6 31-7 
North Midlands . - | 22-4 19-8 20-5 
East and West Ridings ai 21-5 19-8 19-7 
North-west 7 19-5 18-1 18-0 
North : 3 . - | 25-5 26-5 24-7 
Wales ‘ . ‘ ‘ 35-0 35-9 33-9 
Scotland : - | 10-8 11-8 11-0 











This concludes our analysis of the changes in the numbers 
employed in various industries in Great Britain, and of their 
effects on level and diversity of employment in the regions. We 
shall now proceed to consider the changes in the regional distribu- 
tion of individual industry groups, which helped to bring about, 
for the same industry, different rates of expansion or contraction 
in each region. 

Some information on this point is already contained in 
Table VI. So far we have commented only upon the general 
similarity of national and regional expansion or contraction rates. 
If we now consider differences for individual regions from the 
national average, we find that the figures for the London and 
South-eastern and for the Midland Regions lie below those of Great 











TABLE X 
Number of industry groups in 
which the share of each region 
Region. between 1939 and 1947 
Increased. | Decreased. 

London and South-east. . 6 19 
East : : ‘ r ; 15 10 
South . * . a - 14 11 
South-west , ; ; : 14 11 
Midlands : . ‘ ; 10 15 
North Midlands , : ‘ 16 9 
East and West a : , 19 6 
North-west. ‘ ; 20 5 
North . ; ; : ; 23 2 
Wales. ‘ i . ; 21 4 
Scotland . : ° ‘ . 14 11 
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Britain for each category and for both years. For the remaining 
regions, the figures lie above the national average in most cases. 
Thus, there appears to have been a shift from the London and 
South-east and the Midlands towards the other regions. 

This view is confirmed by a look at the figures contained in 
Table X. 

The London and South-eastern and the Midlands Regions are 
the only ones which gained, relatively to Britain as a whole, in 
fewer industry groups than they lost. The highest number of 
gains is found in the North of England, followed by Wales, the 
North-west and the Ridings. We can therefore speak of London 
and South-east and the Midlands as “ generally losing,” the 
remaining regions as “‘ generally gaining.” Table XI is based 
on this classification. 














TABLE XI 

Share of ‘‘ generally gaining ’’ regions (all 

except London and South-east, Midlands) 

in employment in each industry group (% 

Industry group. of employment in Great Britain). 

1939. | 1945. 1947. 
Agriculture ‘ ‘ ‘ 81-5 80-8 80-2 
Fishing . . : ‘ ; 99-2 99-4 99-6 
Mining . R : 90-2 90-5 90-4 
Bricks, Cement, ete. ‘ ‘ 70-1 74:8 73-0 
Pottery and Glass . . . 32-9 43-0 38-3 
Chemicals, etc. ‘ ‘ ‘ 64-7 78-5 70-4 
Metal Manufacture . ‘ ‘ 75:7 75-4 75-9 
Engineering . j ‘ : 66-4 67-2 67-6 
Vehicles ' ‘ j , 51-7 62-9 59-6 
Shipbuilding . ‘ 910 - 91-3 89-7 
Miscellaneous Metal Industries . 38-6 44-5 44-9 
Textiles . ; ‘ ; i 92-6 93-5 93-3 
Leather . ° . ° ‘ 50-9 62-5 59-6 
Clothing . ‘ ‘ 66-2 71-6 70-4 
Food, Drink, Tobacco : ‘ 65-1 71-6 69-9 
Woodworking . 5 ; ‘ 56-4 64-6 . 61-4 
Paper, etc. - | 54-4 57-7 58-1 
Miscellaneous Manufacturing - 48-1 50-7 49-4 
Building and Civil Engineering . | 67-0 56-4 65-2 
Gas, Water, eaanateiied ; a 58-2 61-1 61-9 
Transport , ; — 64-8 71-2 67-6 
Distribution . : on 61-4 68-0 65:9 
Commerce and Finance. ; 43-7 48-1 42-0 
Government Service ; ; 64-6 63-6 62-8 
Miscellaneous Services ‘ ‘ 56-6 61-6 60-7 











AllIndustries . ; ‘ 65-3 68-4 | 67-2 





9 


The table shows that the “‘ gaining ” regions increased their 
average share of employment from about 65 to 68% during the 
War, but the post-war period again reduced it to 67%. The gains 
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were not evenly spread over the different industries. On the 
whole, the largest gains are in those industrial groups for which 
the share was low in 1939 and still low in 1947, like Pottery and 
Glass, Vehicles, Miscellaneous Metal Industries, Leather, Wood- 
working, Paper, etc., Miscellaneous Services. The industry 
groups in which the nine regions have the highest shares both in 
1939 and in 1947, like Agriculture, Fishing, Mining, Shipbuilding, 
Textiles, show only a slight increase, or an actual decrease, in the 
share of those regions. Thus, the geographical redistribution of 
industry has worked towards greater diversity. 

The effect of this redistribution of industry upon total employ- 
ment in the regions can be deduced from Tables II and VIII. 
By taking the difference between actual and expected figures, we 
obtain the changes due to redistribution for the periods 1939-45 
and 1939-47, and thus indirectly for the period 1945-47; they are 
given in Table XII. Furthermore, for 1939-47, the table gives 
the effect on employment of changes in industrial structure, and 
the actual changes in employment, which are brought about by 
both factors working together. Table XIII gives the same 
information for changes relative to Britain as a whole, instead of 
absolute changes. 









































TABLE XII 
Changes in total number of insured employed in 
each region (000). 

| Due to | 

, changes in 

Region. Due to regional redistribution | industrial 
in each industry group. structure | Actual. 

of Great | 

Britain. | 
| 1939-45. | 1945-47 | 1939-47 | 1939-47. | 1939-47 
London and South-east | —364-0 + 89-1 — 274-9 + 126-4 — 148-5 
East . E F + 23 + 83 + 10-6 + 42-9 + 63-5 
South + 90] + 35 | + 12-5 + 49-8 + 62:3 
South-west + 11-9 — 46 + 7:3 + 39-0 + 46-3 
Midlands ; — 86-4 + 44 — 82-0 +114-7 + 32-7 
North Midlands . .| + 416) — 76) + 34:0 + 26 + 36-6 
East and West Ridings | + 39°99 | — 2-4 | + 37-5 — 73 + 30-2 
North-west s . + 125-6 — 31-1 + 94-5 — 13-1 + 81-4 
North ~ 4 +- 62-2 + 11-9 + 74-1 + 48-7 +122:8 
Wales + 102-6 — 42-0 + 60-6 +- 19-7 + 80-3 
Scotland + 55:3 | — 29°95 | + 25-8 + 61-1 + 76-9 
Total increases ‘ +450°-4 | +117-2 | +-356°9 +-494-9 + 623-0 
Total decreases . | —4650-4 | —117-2 — 356-9 — 20-4 — 148-5 
Balance. . .| — | ce | - | 44745 | 4474-5 
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TABLE XIII 





Changes in share of each region in total of insured 
employed (% of Great Britain). 























Due to 
changes in 

Region. Due to regional redistribution | industrial 1 
in each industry group. structure | Actual. 

of Great 

Britain. 

1939-45. | 1945-47. | 1939-47. | 1939-47. | 1939-47. 
London and South-east | —2-73 +0-89 — 1-84 +0-06 —1-78 
East . : : : +0-02 +0-05 +0-07 +0-13 +0-20 
South : ‘ : +0-06 +0-02 +0-08 +0:-20 +0-28 
South-west . ; +0-09 —0-04 +0-05 +0-10 +0-15 
Midlands . ; ‘ —0-64 +0-09 —0°55 +0:45 —0-10 
North Midlands . ; +0-31 —0-08 +0-23 —0-20 +0-03 
East and West Ridings | +0-29 —0-03 + 0-26 —0-35 —0-09 
North-west , . | +0-94 —0-31 +-0-63 —0-55 +0-08 
North ‘ ; ‘ +0-47 +0-02 +0-49 +0-15 +0-64 
Wales ‘ ; . | +0-77 —0-36 +0-41 — +0-41 
Scotland . . ‘ +0-42 —0-25 +0-17 +0-01 +0-18 
Total increases and | | 

decreases : 5 +3-37 +1-07 +2:39 | +1-10 | +1-97 











Table XII shows that the lower level of employment in the 
London and South-eastern Region for 1947, as compared with 
1939, is due to changes in geographical distribution of industries. 
Similarly, the increases in employment in the Ridings and in the 
North-west are entirely due to this factor. On the other hand, 
the Midlands Region owes the slight increase in numbers employed 
to its industrial structure, which in the light of the changes in 
industrial composition of the country was favourable. The same 
factor was mainly responsible for the expansion of employment 
in the East, South, South-west of England, and Scotland, whilst 
the North Midlands, Northern and Welsh regions derived most 
of their increase from securing a larger share in most of the 
industries. 

The results are only slightly modified if we consider gains and 
losses in terms of shares in the economy of Great Britain, instead 
of absolute numbers. In Table XIII the large loss of London and 
South-east and the small loss of the Midlands is seen to be caused 
by shifts between regions within each industry; the slight loss in 
the Ridings to shifts between industries. The relative gains of 
the East, South and South-west are mainly due to shifts between 
industries, those of the remaining regions mainly or entirely due 


to shifts between regions. 
No. 235—voL. LIx. AA 
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From either table, the geographical redistribution of industries 
in favour of nine regions, particularly the North-west, the North, 
Wales and Scotland, at the expense of the two losing regions, is 
seen to have occurred during the War. After the War London 
partly regained its position, mainly at the expense of the north- 
west, Wales and Scotland, but the North of England, as well as 
the East and South, held their own. The Midlands hardly regained 
any of the ground which the region had lost during the War. 

Finally, in the same way as changes in total employment, 
changes in industrial diversity of each region may be analysed by 
comparing Tables III and IX and taking the differences in the 
coefficients of specialisation. The results are presented in 


Table XIV. 























TaBLE XIV 
Changes in coefficient of specialisation (%) for 
each region. 
Due to 
: changes in 
Region. Due to regional redistribution | industrial 

in each industry group. structure | Actual. 

of Great 

Britain. 

— r 2 

1939-45. | 1945-47. 1939-47. | 1939-47. "1939 1939-47. 
London and South-east —0-6 —0-2 —0-°8 —1-7 — 25 
East . . —2-0 +0-2 —1-8 —0-1 — 19 
South : : ‘ —2-2 +1:1 —1-1 | —1-0 — 21 
South-west , . +0-7 —1-8 —1-1 —0:3 — 14 
Midlands . : ‘ —5-6 +1:7 —3:9 +0-9 — 30 
North Midjands . —0-6 —1-2 —1:8 —1-9 — 3:7 
East and West Ridings +0-4 —l- —0-7 | —18 — 25 
North-west . —1-1 +0-8 —0-3 | —1-5 — 18 
North ; ? ‘ —2-2 —11 —33 | —0-8 — 41 
Wales . , -| —65 —2-8 —9-3 | —1-1 —10-4 
Scotland . : A | —0°5 —0°3 —0°8 4+-0-2 — 06 














It can be seen that the general shift of employment from one 
industry to another was in most regions a contributory factor 
towards greater diversity ; it was a major factor in the South and 
the North Midlands, and the main factor in London and South- 
east, the Ridings and the North-west. On the other hand, there 
was a shift of employment between regions within each industry 
which tended to increase diversity everywhere, particularly in 
Wales, the Midlands and the North. Generally speaking, the 
largest increases in diversity due to this factor took place during 
the War. In the after-war period, there seems to have been a 
tendency for industries to return to regions which specialised in 
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them. This trend was probably counteracted by government 
policy, which in regions containing development areas, notably 
Wales, succeeded in maintaining and further increasing diversity 
of employment. 

In conclusion, an attempt will be made to summarise, on the 
basis of all the figures given in this paper, the main features of the 
changes in industrial employment for Great Britain and for each 
separate region. 

Great Britain: In the majority of industry groups, employ- 
ment fell during the War and partly recovered in the immediate 
post-war period. There were, however, some important industry 
groups in which employment either expanded steadily or rose 
sharply during the War and then fell off, but to a higher than pre- 
war level. Also, in a few small industry groups, employment in 
the post-war period rose more than it had fallen in war-time. 
On balance, employment reached a higher level in 1947 than in 
1939, in spite of a smaller number of insured persons. 

London and South-east : Owing to the War, the region lost 
ground in most industries relatively to Britain as a whole, though 
it partly regained it after 1945. The decrease in specialisation 
seems largely due to the fact that industries in which the region 
specialised or showed a deficiency have lost in importance. 

East: The share in total insurable employment increased 
slightly but steadily, mainly owing to a fairly favourable industrial 
structure. The region managed to secure during the War and to 
retain afterwards a slightly higher share in some industries in 
which it had been deficient, and thus became slightly less 
specialised. : 

South : Share of employment increased during the War and 
practically maintained afterwards, chiefly owing to favourable 
industrial structure. The slight reduction in specialisation is 
caused by a combination of factors. 

South-west: Slight relative gain in employment, mainly. 
caused by industrial structure. Slight decrease in specialisation 
in post-war period, by losing a little ground in industries in which 
the region specialised. 

Midlands : Industrial distribution in 1939 extremely favour- 
able for expansion, but lost ground in the majority of industry 
groups in favour of the rest of the country, particularly in those 
in which it had specialised; this made for greater diversity. 
Since the War the region regained ground in some of these 
industries, but lost in others in which it is deficient, tending towards 
slightly more specialisation again. 
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North Midlands : Had an unfavourable structure in 1939, but 
compensated this by securing, during the War, a larger share of 
industries in which it had been deficient. This makes for higher 
diversity, and the fact that industries in which the region has a 
large excess or deficiency of employment lose in importance, 
contributes to the same end. 

East and West Ridings: Unfavourable industrial structure, 
partly compensated by a higher share in most industries, makes for 
a slight relative loss in employment. The decrease in specialisa- 
tion is mainly a consequence of the industrial structure. 

North-west : Unfavourable industrial structure is more than 
compensated by securing, during the War, a larger share of 
employment for most industries. Decrease in specialisation 
mainly a consequence of industrial structure. 

North: Favourable industrial structure, combined with 
geographical redistribution in favour of the region, bring about 
substantial absolute and relative increase in total employment 
during the War and on balance over the whole period 1939-47. 
The region gains mainly in industries in which it was deficient, 
thus achieving greater diversity. 

Wales: Increasing shares in many industries, particularly 
those in which there was a deficiency, bring about substantial 
absolute and relative increase in employment during the War and 
for the whole period 1939-47, as well as a spectacular reduction 
in specialisation. Specialisation here was higher in 1939 than 
in any English region, but is now less than in the Midlands. 

Scotland : There are no spectacular changes here. Owing to 
relative gains during the War, the level of employment is slightly 
higher, absolutely and relatively, in 1947 than in 1939. The 
degree of diversity, which was high in 1939, has not materially 
increased since then. 

The total effect, over the period 1939-47, of accidental or 
planned redistribution of industry on regional employment levels 
has been a gain of over 350,000 persons in nine regions, and a 
corresponding loss in two regions. This figure, though not large 
compared with total employment levels, is large in relation to the 
total changes in employment, and affects them substantially. 
In all regions, whether gaining or losing, this shift of employment 
has been of such a character as to bring about a more even 
distribution of industry. 

C. E. V. LEsER 
Department of Economic and Social Research, 
Glasgow University. 


























ACCOUNTANTS, ECONOMISTS AND THE VALUATION 
OF FIXED ASSETS ? 


I 


AN incidental academic result of recent inflationary pressures 
has been a growing dissatisfaction among accountants at current 
methods of valuing assets and providing for depreciation.? There 
is a tendency to turn to economics for guidance, and to suggest 
that, in some way, economic theory should be called in to give 
assistance in defining real income and real capital, so that 
accountants and business men could get behind the ‘“ money 
symbol.” * 

Perhaps the clearest and most telling example of this tendency 
is a recent article in this JouRNAL by Mr. Lacey.‘ It points out, 
with great cogency, the disadvantages that accrue from current 
standards of measurement of profit; it advocates a standard of 
measurement nearer to the “real” elements, and goes on to 
recommend a method of calculating profits on a basis of replace- 
ment costs. 

Mr. Lacey’s detailed suggestions clearly apply mainly to the 
valuation of trading stocks and raw materials. If adopted they 
would go far towards bringing accounting practice into line with 
opportunity-cost theory, and remove several of the more serious 
evils arising from the uncritical use of historical cost. 

Except for his brief remarks on fixed assets, Mr. Lacey’s 
detailed suggestions are not criticised in this article, and it is 
hoped that the consideration of the valuation of fixed assets 
offered here will be taken as supplementary to his suggested 
techniques for revaluing working stocks, where an item-by-item 
revaluation may be impracticable. Nevertheless, the theory 
underlying Mr. Lacey’s article seems to be at fault; and his 
theoretical arguments appear to lead to two practical disadvan- 

1 The author wishes to acknowledge the help, at all stages in the preparation 
of this article, of Mr. M. W. Gulliford, A.C.A. It is not, however, to be assumed 
that he agrees with all the suggestions made here; and he is not responsible for 
any errors in the text. 

* Cf. F. 8. Bray, ‘“‘ Economic Accounting,’ Accountant, April 1947; ‘‘ The 
Measurement of Profit,” Accountant, July 1947. 

* Cf. Bray, op. cit., July 1947. 


* Cf. K. Lacey, ‘‘ Profit Measurement and the Trade Cycle,” Economic 
JouRNAL, Dec. 1947. 
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tages: a tendency to concentrate on the physical assets them- 
selves, regardless of market conditions, in his treatment of fixed 
assets; and an unwiilingness to recognise that revaluation is a 
change of convention rather than an income entry. 

This article is written in the belief that economic theory can 
give assistance in modifying the conventions of accounting and 
taxation in regard to valuation; but that the appropriate branch 
of theory is not the one usually referred to. The problem is not 
an index-number problem; and it is not even closely allied to the 
problem of maintenance of real capital. It is a problem of de- 
vising appropriate conventions and rules of thumb to clarify 
opportunity costs. 


II 


A question of actual business policy, modified (to conceal 
identities) out of a number of questions recently discussed in 
Singapore, will be considered here from the point of view of an 
accountant and an economist, and certain conclusions drawn 
and recommendations made in the field of depreciation policy. 

A shipping company builds a block of flats in 1930 for housing 
its own staff. The cost is $100,000 (Malayan). The flats are 
expected to last fifty years, and $2,000 is written off every year. 
In 1945 building costs have risen so that it would cost $350,000 
to replace the flats, while their book value has been reduced to 
$70,000, the sum of $30,000 having been written off over fifteen 
years. 

The flats are let free to the company’s staff, as part of their 
conditions of service. 

From the accountant’s point of view there are two separate 
problems, the value at which to carry the assets and the provision 
of reserves for replacing them. The former is fairly simple: from 
the point of view of accounting theory the $100,000 was a cost 
incurred by the firm that it is entitled to defer charging against 
revenue because the asset acquired with it will last fifty years. 
The historical cost can therefore be divided into fifty parts (equal 
or unequal) according to some definite plan.t The only reason 
for modifying this plan is a change at any time in the remaining 
expected life of the asset. Provided this remains unchanged, 
the plan is adhered to. If, however, some change during 1945 
drastically reduced the length of time the flats were expected to 
last, a larger sum than $2,000 might be written off in one year.* 
The rise in the replacement cost would not affect the book 


1 Cf. Keynes, General Theory, II, 6. 2 Cf. Bray, op cit., April 1947. 
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valuation ; nor would a fall, provided the anticipated life remained 
unchanged and there was no intention of selling the flats. 

Provision for depreciation is not, however, regarded as suf- 
ficient by an accountant, when values are rising sharply. It 
might well be held that prudent finance demanded the setting 
aside of a fund sufficient to replace the flats by an equivalent 
block in 1980. This would mean that provision would have to 
be made to accumulate $320,000 in thirty-five years, or over 
$9,000 a year. The fund would not be built up by first writing 
off the flats in about eight years and then setting aside further 
sums. The original depreciation plan would be maintained, but 
an additional $7,000 net would be paid into a special reserve fund.? 
This would normally be taxable, so that the actual funds set 
aside would need to be much larger. Naturally accountants tend 
to say that such depreciation reserves should be allowed to reflect 
changes in the value of money. They would like an automatic 
method by which provision for depreciation could be allowed (for 
taxation purposes) so as to leave “ real” values unchanged. 

The economist’s problem of maintenance of capital is quite 
different. To the economist the capital to be maintained can no 
longer be regarded as a fixed sum. It is merely a formula for 
expressing as one sum the discounted value of a stream of future 
satisfactions; and the nearest we can get to maintenance is to 
make the satisfactions derived this year no greater and no less 
than those which can be continued indefinitely.2_ (We are here 
assuming an economy of firms in which the firm has no interests 
separate from those of its shareholders, and without assuming 
that they all desire constant income streams, nevertheless aims at 
distributing a constant income stream as a convention to simplify 
all their plans. In fact, of course, the firm’s interest normally 
favours conservative finance and a rising income stream.) 

The correct attitude for the economist to adopt, if this problem 
were being treated from the point of view of real capital and real 
income, would be to attempt to anticipate the future effect of 
the flats on the salary bill and the efficiency of the staff, to reckon 
this in terms of money, corrected by some stabilising cost-of-living 
factor, and then, if necessary, to calculate the present value in 
terms of rates of discount which would change from time to time. 

+ This appears to be the plan suggested by Lacey, op. cit., and also by Bray, 
op. cit. 

" * Following Hayek, cf. ‘‘ Pure Theory of Capital,” and also ‘‘ Maintaining 
Capital Intact,” Economica, August 1941. Contrast, however, Pigou, ‘‘ National 


Income and Capital Depletion,”” Economic JouRNAL, June 1935, and ‘‘ Maintaining 
Capital Intact,” Economica, August 1941. 
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The appropriate rate of discount to use would depend on the 
whole earning structure of the business. Similarly, the provision 
for depreciation would be made to keep the real income derived 
by means of the flats unchanged, provided their relation to the 
rest of the business could be assumed unchanged.! 


Iil 


Now it is clear that when accountants want economists to 
help them get behind the money symbol they are not seeking a 
way to maintain real capital in any such sense as this. They 
want to make provision in some way for keeping real capital 
intact, along the lines already suggested; they would like to be 
able to provide for replacing the flats, and to do it by means of 
a system of depreciation funds capable of being recognised for 
taxation purposes. They are thinking in terms of estimating 
costs, as a general guide to policy, not of devising an automatic 
method of stabilising real (psychic) incomes. 

To solve this problem it is necessary first to consider the 
practical purpose of estimating costs of durable assets. We will 
begin by assuming perfect competition, i.e., that the price is taken 
as given by any one firm, and only output plans are under con- 
sideration. The purpose of estimating costs of all kinds will 
now be to enable the appropriate marginal cost to be discovered 
for any practical decision that arises.2_ Some decisions have long- 
run implications, others do not. When an indivisible decision 
covering sales over a long period has to be taken, the expenditure 
to be incurred has to be related to all the sales which will accrue 
from it. This involves an estimate of future experience. If past 
experience is to be used as a guide, this estimate must subse- 
quently be checked against facts. The simplest method of 
checking over the whole period is to divide up the cost in advance 
over the units concerned (usually by time) and check for each 
unit whether expectations have been fulfilled. Provided cost 
figures are used intelligently in relation to the decisions actually 
to be taken, or taken in the past, they form a sound basis for 
rational decision. Of course, if an executive is foolish enough 
to charge a proportion of warehouse and office space in his 
minimum cost, when he has warehouses and offices empty and is 

1 This proviso is important. The assumption cannot normally be made 
when the prices of different assets have changed in different proportions. 

2 Cf. the analysis of costing in relation to time in H. Norris, ‘‘ State Enter- 
prise Price and Output Policy and the Problem of Cost Imputation,’’ Economica, 


February 1947, The term ‘‘ marginal ” in the text refers to the indivisible unit 
of decision. 
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deciding whether to take on new business at a price which is 
genuinely outside his control, then his costing may lose him 
money. But for this his lack of intelligence should be blamed 
rather than the system of dividing total costs over the units 
concerned, which has a valid purpose both in influencing and in 
checking long-run decisions. 

The problem to be solved in estimating costs on a durable 
asset is thus, in part, the well-worn problem of calculating mar- 
ginal cost with an indivisible factor of production. Once the 
decision to devote the factor as a whole to one particular purpose 
is taken, marginal costs for units of output produced will be 
inevitably affected; thus short-period and long-period marginal 
costs inevitably differ, and no one figure can both serve as a 
check on past decisions and give the necessary guidance for present 
ones;! yet in taking the original decision (and in checking its 
correctness afterwards) the output must be treated as a whole, 
which means in general that all units produced must be costed 
equally.2, In deciding how to use an asset, once installed, these 
averaged cost figures are irrelevant. Other devices must be 
used : overheads may be ignored in some problems as irrelevant ; 
fixed assets may be treated as a temporarily irremovable bottle- 
neck in others; occasionally a special figure may be estimated 
where a particular job overworks a fixed asset without com- 
pelling the creation of a new one. But in any case the average 
figure, used when the asset was installed, to compare with antici- 
pated returns, and subsequently to compare with achieved results 
is normally irrelevant to such decisions.® 

1 This makes it inevitable that a price which is made equal to short-period 
marginal cost will differ widely from the appropriate long-period marginal cost, 
so that State enterprises basing their prices on short-period marginal cost will 
often make large profits or losses. The short-period marginal cost curve will 
normally rise very steeply in the neighbourhood of capacity production, so that 
where it is not worth installing a new plant the price may be very high. Lerner 
(Economics of Control) appears to assume (on the basis of falling long-period costs) 
that losses would be much commoner than profits. In this assumption he has 
been followed by later writers. If falling long-period costs depend on indivisi- 
bilities, however, this assumption is very questionable. 

? Equality is not, however, always the best method of allocation. The 
principle to be borne in mind is that the costing should provide a check against 
the original decision, both before and after it is made. If a given unit of output, 
é.g., at a peak load, adds disproportionately to the capital cost, such a unit 
should be charged a disproportionate share of the cost. This does not neces- 
sarily mean that it will be practical or wise to sell it at a different price from 
other units. Cf. p. 356 below, and also W. A. Lewis, ‘‘ The Two Part Tariff,” 
Economica, 1941. 

° It is, of course, frequently used; but this is not intelligent policy except 
as part of conventional price-fixing in a market in which oligopoly prevails; 
ef., for example, Oxford Economic Papers, No. 2. 
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It will be noticed that, so far, the time at which output from 
a given asset is expected to be produced has been treated as 
irrelevant. At a later stage in the argument we shall allow for 
the fact that returns in the distant future are not quite equivalent 
to returns in the near future; but quite often costs are for 
convenience divided over time equally without allowing for this 
fact.1 


IV 


We may now return to our block of flats. From the point 
of view of following up the original decision to build them, there 
is no justification for changing the original plan. When the 
original sum paid has been written off, the remainder is profit 
above original cost. From this point of view, the setting aside 
of additional funds is simply saving by the firm on behalf of its 
shareholders, instead of leaving it to them to do themselves. 

From the point of view of maintaining real income, the whole 
assets would need to be revalued with every change in the 
probability of securing profits : the valuation of assets and calcu- 
lation of depreciation funds would be as volatile a thing as the 
market valuation of shares. But costs cannot include such a 
large element of uncertain anticipation, or the whole precision 
of the accountant’s profession will be entirely destroyed. 

Is there then any reason why it should be considered prudent, 
when assets are rising in value, to do more than pay back the 
money cost before reckoning the profit? Mr. Lacey has sug- 
gested several good reasons for charging replacement costs on 
working capital, and several of these apply in part to fixed assets. 
But we have seen that provision for replacement is not usually 
justified by accountants in any terms that could be translated 
into maintaining anything that economists could recognise as 
“real” capital intact. It is easy to see that it would be equally 
futile to justify it by speaking of replacing the original capital 
asset intact. The appropriate form for the capital to take 
changes not merely with changes in technique but with changes 
in the economic situation also. No one would expect the new 
block of flats built in 1980 to be the same in all respects as those 
built in 1930. And if we try to say that the flats should in some 
sense do the same thing as the original ones we shall encounter 
difficulty in defining ‘ doing the same thing ”’ without reference 
to anticipated incomes. 

Neither the real income nor the real flats will do. We must 


1 Cf. R. F. Fowler, The Depreciation of Capital Analytically Considered. 
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find some theoretical basis for adjusting depreciation provisicns, 
but it must be something in the nature of a cost, not a value. 

The reasons for attempting to revalue assets is that essential 
information is sacrificed if we confine ourselves, in our post- 
mortems on costs, to judging by the standard originally laid 
down; for any given operations are the result of many plans 
made at many different times, and if these plans are inconsistent 
with one another their combined result lacks significance. Of 
course, unless there is poor co-ordination the plans will not be 
inconsistent in terms of their objective; by the time any later 
plan is made the objectives of all earlier plans should have been 
adjusted to conform to the new one.! But the costs, if they 
remain crystallised in terms of the original plan, will not be 
co-ordinated into any intelligible total. 

In modern business it is not possible to allocate revenues to 
particular assets, since the product accrues to the business as a 
whole. Different assets were bought at different times. All 
that can be done therefore is to reduce costs to a consistent basis 
which will make it possible to check results over a given period. 
This means retaining the theory of carrying forward historical 
costs, but adjusting the convention on which costs are based to 
correspond to present replacement values which are consistent 
for all assets in any given year. 

All past plans have been modified from time to time to con- 
form to the ever-changing ends of economic life; we require a 
rule of thumb by which costs can be co-ordinated for any period 
so as to be intelligibly checked against achievements; but the 
costs must remain costs, taking no credit for any anticipated 
gains. 


V 


An appropriate rule of thumb will now be suggested. It is a 
rough and ready one, for in the nature of the case it is not possible 
to be precise where the objectives have changed.? If one is no 
longer aiming at the same goal it is not possible to ignore this 
fact completely in testing the extent to which plans made at any 
time have been achieved; and yet we must ignore it if we are 
not to take credit for uncompleted aspirations, but concentrate 
strictly on costs. 


1 Poor co-ordination is, of course, possible or even probable. More consistent 
conventions will help to eliminate it. 

2 This makes it essential to allow for ‘‘ fully adequate substitutes” below, 
though it is difficult to define adequacy without begging a number of questions. 
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The rule can be formulated as follows :— 


(a) A new document of account should be prepared and 
presented with the Balance Sheet. It should be called the 
Memorandum Assets Revaluation Statement (M.A.R.S.). 
Its function should be to show changes in the valuation of 
assets in accordance with changes in replacement costs, not as 
an aspect of profit and loss but as changes in the conven- 
tion by which profit and loss are calculated. 

(b) This document should show, item by item, or in 
summary form where necessary, revaluations of all assets 
on the basis of replacement cost as shown in (c) to (f) below. 

(c) The original plan of allocation of costs over time should 
be adhered to unless any unforeseen factors have shortened 
the expected life of the asset. This may involve writing off 
the asset by means of a sinking fund, or by a straight line 
method, or in any other way. Adherence to the original 
plan will mean that if the book value of an asset in (say) its 
tenth year was originally planned to be half its historical 
cost it would, in the M.A.R.S., still stand in the tenth year 
at half the new conventional cost based on replacement. 

(d) The uncompleted remainder of the asset’s life would be 
revalued in the books each year in proportion to changes in 
its replacement cost. The M.A.R.S. would show these 
revaluations and indicate in a separate column the method 
of estimating replacement cost. Replacement, new, of the 
original article or—in some cases 1—of the cheapest fully 
adequate substitute would be used, but it would probably 
be necessary to indicate the assumed conditions of purchase 
in some cases. 

(e) The relation between the M.A.R.S. and the Balance 
Sheet would be as follows. Every Balance Sheet would be 
based on the previous year’s M.A.R.S.; 7.e., for every asset 
the previous year’s M.A.R.S. value would be shown in the 
Balance Sheet. Depreciation allowances would be calculated 
on this basis, and the provision for depreciation shown 
separately,? and deducted before arriving at profit and loss. 

1 This alternative should be used only where unforeseen obsolescence has 
raised the replacement cost of the original asset in comparison with substitutes 
—e.g., of a fleet of trams when trams are no longer being produced on a large scale. 

2 For full consistency each asset should be shown at current replacement 
cost, and the depreciation provisions already made should also be revalued in 
accordance with current replacement cost. This would bring out clearly the 


point that asset revaluation is merely an adjustment of conventions. Provided 
that this could be done in detail in the M.A.R.S., so that the revalued depreciation 
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Thus the valuation in the previous M.A.R.S., instead of the 
original historical cost, would be used as a basis for both 
depreciation policy and profit calculation. The difference 
between the previous Balance Sheet values and the previous 
year’s M.A.R.S. values would be carried direct to an Asset 
Revaluation Provision, without passing through profit and 
loss. This Asset Revaluation Provision would be carried 
forward from year to year and its total could be either 
positive or negative. Its function should be to indicate a 
change in convention only. It should be illegal to distribute 
it as dividends and increases in it ought not to be liable to 
income tax. 

(f) Wherever the anticipated life of an asset has been 
materially shortened by some unforeseen event, so as to 
become less than that originally planned, an appropriate 
provision should be entered in the ordinary Balance Sheet, 
and not carried to the Memorandum Assets Revaluation 
Statement. 


For example, an asset originally planned to last twenty years 
and having a replacement cost at the beginning of the sixteenth 
year of £20 has an accident during the year which makes it 
probable that it will not last beyond the end of the eighteenth 
year. At the beginning of the year it will stand in the books at 
£5, this figure being brought forward from the last M.A.R.S., 
5/20 of £20; at the end it will be depreciated to £3 6s. 8d. in the 
Balance Sheet; 7.e., one-third instead of one-fifth of the last 
M.A.R.S. value will be written off in the sixteenth year. 

If the replacement cost has fallen in the sixteenth year to 
£15, the Memorandum Assets Revaluation Statement published 
with the Balance Sheet at the end of the sixteenth year will show 
this £3 6s. 8d. reduced in the ratio 20 : 15, 7.e., to £2 10s. Od., on 
which value depreciation will be calculated for the next period ; 
so that, if there is no change in the expected life, this asset will 
be carried at £1 5s. Od. at the end of the seventeenth year, and 
written off by the end of the eighteenth. The loss of 13s. 4d. due 
to the accident will be carried to profit and loss for the sixteenth 
year; the further “loss” of 16s. 8d. due to falling replacement 
value will be shown in M.A.R.S. and deducted from A.R.P. 





provisions could be scrutinised with the other revaluations, there would be no 
objection to this. In practice, however, the M.A.R.S. could not normally give 
enough detail, and the suggestion in the text would give as much information as 
could be understood. Cf., however, Institute of Chartered Accountants of 
England and Wales, Recommendations on Accounting Principles, 1944. 
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To put the rule in another way: the Balance Sheet value at 
the end of any year other than the first is calculated from the 
M.A.R.S. value at the beginning of the year depreciated according 
to the original time-plan or any less favourable time-plan that 
events in the year have shown to be necessary. The M.A.RS. 
value at the end of the year is calculated from the Balance Sheet 
value by adjusting in proportion to replacement cost of the asset. 
The sum of all the differences between Balance Sheet values and 
M.A.R.S. values will, in the next Balance Sheet, be credited or 
debited to Asset Revaluation Provision; but in the current 
Balance Sheet, and hence in the Profit and Loss Account, the 
new replacement values will not appear at all: their place will 
be in the M.A.R.S. only. 

We may illustrate by considering our block of flats. Up to 
1945 the replacement cost of the flats was reckoned at $100,000. 
In 1945 replacement cost rises to $350,000. In the 1945 balance 
sheet the flats are carried at $70,000, the ordinary sum of $2,000 
being written off for the year from the (hypothetical) 1944 
Balance Sheet, and contributing its share to the loss which was 
(presumably owing to the Occupation) incurred in this year. In 
the 1945 Memorandum Assets Revaluation Statement the flats 


are shown as changing from $70,000 to $70,000 + aa 0 


$245,000, and a capital gain of $175,000 is recorded there, but 
not in the Balance Sheet, or Profit and Loss Account. For 1946 
the flats are carried in the books at $245,000, and provision is 
made to write this off at $7,000 a year, in thirty-five years, so 
that if no change occurs in their anticipated life they will be 
carried at $238,000 in the Balance Sheet for 1946. A liability of 
$175,000 to the Assets Revaluation Provision will appear in the 
Balance Sheet for 1946, and $7,000 depreciation will be charged 
to the 1946 Profit and Loss Account. 


VI 

It is probable that many accountants would object to this 
procedure on two grounds. They would contend that the writing 
up of assets is an extremely dangerous practice; and they would 
add that if the practice had to be admitted, the amount added 
between one year and another should be shown in the Balance 
Sheet and not merely in a Memorandum. 

These objections are, however, invalid. The reason for not 
showing the writing up in the Balance Sheet is that it is not being 
treated as a profit, but as a change in convention. It is desirable 
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to preserve consistency between the Balance Sheet and the Profit 
and Loss Account for the year, and to bridge the gap between 
succeeding years by a separate document which sets out the 
change in the convention in a form that distinguishes it as clearly 
as possible from an ordinary profit. In times of falling prices 
the Asset Revaluation Provision would be drawn on automatically. 
Even when its total balance was negative the firm should not be 
debarred by law from distributing profits, though it might be 
regarded as prudent at such times to place rather more of any 
profit earned to general reserve. 

Apart from this technical objection, however, accountants 
might raise an objection of substance. It might be held that it 
showed a lack of common prudence to adopt a plan that would 
not replace the actual physical asset when its commercial life 
came to an end. It might be argued, for instance, that the 
shipping firm in our example would not have, in 1980, enough 
funds to house its employees as well as at present. 

This argument ignores what is happening to the depreciation 
allowances. We may consider two separate cases: the cost of 
building may have risen in the same proportion as prices in 
general, or it may have risen in a different proportion. If it has 
risen in the same proportion the assets bought with the depre- 
ciation funds set aside will (unless the funds have been invested 
in bonds) have themselves risen on revaluations by 1980, and by 
regrouping its capital the firm will be able to replace the flats in 
the same way as if prices had not changed. If depreciation funds 
have been invested in bonds (or kept in cash) the flats will not 
be able to be replaced; but this will presumably be because, in 
spite of rising prices, the firm preferred security of money yield 
to a hedge against inflation. A part of any such money yield 
might reasonably be set aside; but if these decisions of policy 
are wrapped up in depreciation allowances the results of bad 
policy will be concealed from shareholders. 

Building costs may, however, have risen more than the costs 
of other things. In this case the renewal of the flats in 1980 on 
the same scale would involve locking up a bigger proportion than 
before of the firm’s capital in housing its staff. But the change 
in relative prices may have made it undesirable to house staff in 
the same way. By drawing attention to this well in advance 
the depreciation policy will enable the firm either to change its 
policy before 1980 or (if the illiquidity of the asset makes this 
undesirable) at least to make plans to do it when 1980 arrives 
either by raising new capital or by curtailing other activities. 
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Executives with many things to think about may easily allow 
fixed assets to become something to maintain and renew auto- 
matically. It is undesirable, however, that the system of depre- 
ciation of assets should encourage this automatism. Even the 
necessity to renew an asset every fifty years represents some 
slight measure of liquidity of that asset, which should not be 
sacrificed by allowing the executive to think of it simply as a 
permanent block of flats regardless of market conditions. 


Vil 


Two assumptions that have been made now need reconsidera- 
tion. In our example we have depreciated our block of flats by 
a straight-line method, writing off an equal amount every year. 
In practice this is not justifiable. Some allowance for the passing 
of time must be made. 

Originally the total cost has to be measured against the total 
anticipated gain, since the asset is indivisible over time. For the 
sake of getting comparable measurements the anticipated gains 
can be discounted back to the present, and if this is done they will 
be discounted at a rate subjectively determined to allow for the 
business man’s own estimate of risk. If the aim of depreciation 
policy were to maintain real capital the appropriate rate of dis- 
count would be this subjective one. But our analysis has treated 
depreciation policy as primarily a means of checking up on 
anticipated marginal cost for an asset not divisible into separate 
time-units. For this purpose it is necessary, if comparisons are 
to be effective, to convert the expenditure of a single capital sum 
into an equivalent series of annual expenditures. These can then 
be compared with the annual revenues. 

If there is originally no plan to earn different revenues in 
different time periods, the costs will be divided equally except 
for the time factor. This factor will be allowed for by a rate of 
discount that in principle should be equal to the market rate on 
an asset of equivalent liquidity and risk. In practice, of course, 
liquidity and risk cannot be accurately evaluated for an individual 
asset, any more than can the subjective estimate of annual yield 
for an individual asset. But the two are different concepts, the 
difference being the reason for undertaking the investment in the 
first place. It is important that we should at least be clear in 
theory that the relevant rate for discounting is the (normally) 
lower rate corresponding to cost, not the higher one corresponding 
to yield. 
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Where the original plan envisages different revenues in different 
years, the problem of allocating the costs in the original depre- 
ciation policy becomes more complicated. A decline envisaged on 
account of wear and tear, and rising maintenance costs, introduces 
only arithmetical complexity. Clearly here the costs should be 
divided in proportion to the discounted anticipated yields. It 
is doubtful, however, whether the increased compiexity of calcula- 
tion would normally give any commensurate advantage, and 
probably all that would be done in practice would be to make 
the discount rate used higher than it would otherwise be. 

A fluctuating yield, with revenue high because of full utilisation 
in one or more peak periods, and other periods in which the 
equipment is expected not to be fully used (or fully used only at 
much lower prices), raises much more difficult problems. Here 
we have the problem of the peak load. It may be undesirable, 
at the time of making the plan, to distribute costs equally over 
expected units of revenue produced, because a concentration of 
revenue units at one particular point in time may have a dispro- 
portionate effect on the original capital outlay. 

Take, for example, the following series of yields (prices of 
products assumed unchangeable over time) :— 


Year 1 2 3 4 5 6 
Yield 20 40 20 20 20 20 


Clearly if (as is probable) the capacity to produce a yield of 40 
in year 2 makes the capital asset considerably more expensive than 
if it had had to produce only 20 each year, the whole of the 
additional expense should be debited to the added 20 units in 
year 2, and depreciation allowances on the asset calculated accord- 
ingly. By the same principle, if the capacity to produce a yield 
of 40 differed negligibly in cost from the capacity to produce a 
yield of 20 it would be unreasonable even to charge depreciation 
in proportion to yield in year 2. 

Actual cases will commonly be much more complicated than 
this, and accurate apportionment of costs may not be worth the 
labour involved. Such accurate apportionment is, however, the 
basis of sound depreciation policy. It is the means by which 
decisions can be founded on quantitative estimates, and their 
effects subsequently checked in profit or loss as a guide through 
which executives can learn by experience. 

Whatever the original apportionment may have been, it has 
already been suggested that firms should adhere to this apportion- 


ment, even when changes in replacement cost lead to revaluation 
No. 235—vo.. Lx. BB 
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of assets. For the revaluation is simply a change in the con- 
vention from year to year, to enable the tests of plans made at 
different times to be made consistent with one another within 
any given year. Changes in the apportionment should normally 
be made only when new facts have shown the original plan to 
have been at fault. Normally, therefore, they should be made 
only to write off losses, no adjustment being made when events 
prove more favourable than the original estimate. The principle 
here is that provision may reasonably be made for losses that 
have become probable, while profits should not be taken until 
they accrue.1 In any event all changes in the depreciation on 
account of changes in time-plans should be shown in the ordinary 
Balance Sheet and carried to profit and loss. They have no place 
in the Memorandum Assets Revaluation Statement. 


VIIl 


We must next attempt to remove the assumption of perfect 
competition. Many firms in practice can affect the prices at 
which their own products sell. We must see whether this affects 
our analysis. 

In general, price policy should be essentially forward-looking 
and unaffected by any costs incurred in the past, except in so far 
as these are a guide to what is going to happen in the future. 
Prices can (at least in traditional economic theory) be adjusted 
from day to day. It is in general, therefore, undesirable to tie 
the firm down to any price based on historical cost, since this 
cannot yield more, and may yield less, than a price designed afresh 
each day to maximise profit.2, Depreciation allowances should, 
therefore, be entirely irrelevant to price formation. In estimating 
future returns from a given investment the executive should 
reckon that the price will be adjusted at all future times to achieve 
maximum profit, and he should decide accordingly whether to 
invest or not. In any subsequent test of the yield from the 
investment the price should be calculated without reference to 
this past cost, and the returns then compared with this cost as 
an estimate of performance. 

This principle may, however, need modification where prices 
are not adjustable from day today. Where prices can be adjusted 


1 Hence, where more favourable expectations are a result of exceptional 
expenditure, credit may be taken for them up to the aggregate amount of such 
expenditure, cf. Bray, op. cit., April 1947. 

2 The factors governing adjustment of prices may often differ from those 
governing the best allocation of costs. 

















1949] ACCOUNTANTS, ECONOMISTS AND FIXED ASSETS 357 


only at fairly infrequent intervals, and where certain items of 
equipment will need renewal within the period of unchanged 
prices, it will be reasonable to include in marginal cost, for pur- 
poses of fixing prices, depreciation charges on such items revalued 
according to current (or, if possible, anticipated) replacement 
cost. The condition in which price adjustments are necessarily 
infrequent may arise for a number of reasons. The theory of dis- 
criminating monopoly can be applied to a single monopolist’s 
sales at different points of time. Different prices can be charged 
only if there are sufficient restrictions on transfer from one 
“ market ’’ (i.e., one time) to another. This is Marshall’s case 
of reluctance to cut a price for fear of the effect on one’s own 
future market.1 An even more compelling reason for maintain- 
ing fairly stable prices is the prospective reaction of one’s com- 
petitors within a small group. It is generally recognised among 
economists that the demand curve, in conditions of oligopoly, is 
likely to have a marked kink which makes for stability of prices. 
In these conditions depreciation allowances will be likely to be 
treated as a component of marginal costs. To allow them to be 
adjusted in accordance with the replacement costs of capital 
goods would make the prices of the products conform more closely 
to true costs; but it would also tend to increase the flexibility of 
prices in general. This would certainly benefit the economy as a 
whole if overall controls could prevent the general price level from 
fluctuating beyond certain limits. 


IX 


It remains only to comment on the general suggestion that 
accountants should learn from economists how to get behind the 
money symbol in these matters. 

First, let it be said that money is very much more than a 
symbol. Its effectiveness as a human institution depends on 
this fact. It is wanted by human beings and is striven for and 
held by them for the purpose of satisfying their wants indirectly. 
In this respect, it stands, perhaps, midway between a pair of 
shoes and a linotype machine, both of which are undeniably 
“real” things and not mere symbols. 

No doubt in the early stages of the progress of economics 
attention was directed to the quest for underlying realities 
beneath the phenomena of daily life. At this time money was 
treated as little more than a symbol. In recent times, however, 


1 Cf. Marshall, Principles, V, v, 6. 
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this quest for an underlying reality has been waning in importance ; 
it is recognised that money is not the only possible nwméraire, and 
other specific measurements are devised to measure specific 
transformations and substitutions, without any attempt to find 
a unique measurement of the “ reality ’’ underlying money. In 
other words, economists have paid more attention to analysing 
the measured and observed relations!of phenomena themselves ; 
both Keynes and Hicks have taught us to give heed to the sub- 
stitutions and exchanges between stocks of money and stocks of 
other assets, between flows of money and flows of goods, and 
between stocks and flows generally. And these methods have 
borne fruit. 

In setting out their affairs in terms of a single unit which is 
convenient for measurement, men have a definite purpose. It is 
the business of accounting to serve this purpose as clearly as 
possible and not be diverted by out of date and irrelevant 
economic concepts. The purpose is to make comparison clear, 
so that transformations and shifts of resources, by exchange or by 
production, can take place with the minimum of confusion. It 
is an inevitable failing of money that it cannot, in a progressive 
economy, be kept constant in value in terms of all the things (or 
even groups of things) which have emotional significance to men. 
It is not, for example, possible to stabilise both wages and retail 
prices at the same time. All plans over a period of time must 
therefore imply individual judgments about the future course of 
prices in general, and not merely of particular prices. But the 
group which will make up “ prices in general ”’ inevitably differs 
from person to person. 

In planning monetary policy good Governments will have 
regard, among other things, to the convenience to the public of 
having a medium that is at least reasonably stable. Where 
Governments neglect the convenience of the public, or where 
other considerations are of greater importance than convenience 
in measurement, the public will be compelled to make decisions 
in terms of a fluctuating unit. Even then, however, it is better 
that they should have only one unit. An attempt to adjust 
depreciation allowances by means of index numbers, which would 
probably differ from firm to firm, and would certainly not always 
be relevant, would not further the purpose of intelligent com- 
parison. This purpose will rather be furthered by adjusting 
conventions to give maximum comparability in terms of money 
itself. 

1 Cf. Keynes, Treatise on Money, I, p. 6; Hicks, Value and Capital, p. 14. 
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The man who puts his money into an equity of any kind 
normally has some confidence in the ability and integrity of the 
firm in which he invests. But he also expects the value and 
yield of his holding to rise or fall, in a general way, with rising 
or falling prices. Beyond that he expects that if his holding is 
connected by close ties with some particular commodity the 
relation between the rise or fall in value of his holding and the 
changes in the general price level will depend on what happens 
to that commodity. If he holds South African industrials he 
will, in general, expect to benefit from a relative rise in the price 
of gold which he expects to affect all South African assets. 

It is the contention of this article that depreciation allowances 
adjusted, in proportion to the unexpired portion, for changes in 
replacement costs, give the clearest basis of comparison for this 
purpose to investors and the public generally; and that for con- 
sistency the conventions for asset valuation should be annually 
revised to allow for changes in this proportion of the replacement 
costs, without carrying the differences through profit and loss. 

T. H. Smwcock 
Raffles College, 
Singapore. 











INVOLUNTARY UNEMPLOYMENT AND THE 
KEYNESIAN SUPPLY FUNCTION ? 


I. INTRODUCTION 


1. Wiruin the framework of traditional Keynesian economics 
there are at least two basic issues which have not yet been settled. 
The first centres about the frequently heard complaint that 
Keynesian models neglect the supply side of the market. The 
second is concerned with the very question which brought forth 
the General Theory: involuntary unemployment. Examination 
of the Keynesian theory shows that (even granted its argument) 
it explains primarily the level of employment ; it is inadequate in 
providing either a criterion for the measurement of unemployment, 
or a justification for calling it ‘‘ involuntary.” 

The only serious attempt to deal with this last question pro- 
ceeds by assuming a special shape for the supply curve of labor,? 
as in Fig. 1. Here N represents employment; w, the money 
wage; and w = f(N), the supply curve of labor. By assumption, 
this supply curve is horizontal at the ‘‘ customary money wage,” 
Wp», until the amount of employment N,. In other words, it is 
assumed that until a certain point money wages are completely 
rigid. If the amount of labor employed is Ny, then involuntary 
unemployment to the extent N, — N, is said to exist—since this 


1 Research in connection with this paper was undertaken under a Social 
Science Research Council fellowship. It will be reprinted in Cowles Commission 
Paper No. 38. 

I should like to express my general indebtedness to two of my former colleagues 
at the Cowles Commission for Research in Economics: To Lawrence R. Klein 
(now of the National Bureau of Economic Research), whose excellent book, The 
Keynesian Revolution (New York : Macmillan and Co., 1947), read in manuscript 
form, started me thinking about many of the problems discussed in this paper; 
and to Trygve Haavelmo (now of the Oslo Institute of Economics), who was a 
constant source of stimulation and encouragement. 

I am also particularly indebted to the following individuals, who read earlier 
drafts of this paper and offered many valuable criticisms and suggestions : James 
Buchanan (University of Tennessee); Robert and Marianne Ferber (University of 
Illinois); Malcolm Hogg (University of Illinois); Everett E. Hagen (University of 
Illinois); and D. Gale Johnson, H. Gregg Lewis and Jacob Marschak (University 
of Chicago). I am also grateful to many former colleagues of the University of 
Chicago Department of Economics and of the Cowles Commission with whom I 
have discussed the ideas presented in this essay. 

2 Cf., e.g., Oscar Lange, Price Flexibility and Employment (Bloomington, 
Indiana: Principia Press, 1945), p. 6. 
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many additional workers would be willing to work at the prevailing 
market wage. The artificiality of this definition is sufficiently 
demonstrated if one considers the case in which the supply curve, 
instead of being horizontal until the point N,, rises at an extremely 
slow rate. 
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In the following sections it will be shown that the two seemingly 
independent issues raised above are, in fact, vitally interrelated. 
In particular, it will be argued that the key to our difficulties lies 
in explicitly introducing supply functions into the standard 
Keynesian models : once this is done, the problem of defining and 
measuring involuntary unemployment is simultaneously solved. 


II. THe Suppty Funcrion 


2. The traditional tools of Keynesian analysis are the consump- 
tion and investment functions. In the very simple Keynesian 
models these are assumed to depend only on the level of real 
national income; this is the situation in Fig. 2. Here C, J and # 
are “desired” real-consumption expenditures, investment ex- 
penditures and total expenditures, respectively. Y is real 
national income, and £* is actual, as distinct from ‘“‘ desired,”’ 
total real expenditures. G(Y) and H(Y) are the “ desired ’’- 
consumption and “ desired ”-investment functions, respectively. 
The total-expenditures function, F(Y), is obtained by the vertical 
addition of G(Y) and H(Y). 

First of all, we must make clear the sense in which the term “ de- 
sired’ is being used. It refers to nothing more than the schedule 
of alternative actions (as represented by the demand and supply 
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curves) of traditional economic theory. Consider, for example, 
the ‘‘ desired ”’-consumption function. This can be considered 
as the end-product of the following experiment : Every individual 
in the economy is approached, told that he must stay within his 
income and asked how much of each particular good he will buy 
at different sets of prices and personalincome. ‘This gives us the 
usual individual demand curves of Walrasian general-equilibrium 
economics. If we sum up these demand curves for all individuals 
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and for all goods, we obtain the aggregate “ desired ’’-consump- 
tion function. Under certain assumptions,’ this desired-con- 
sumption function will be of such a form that aggregate real 
desired-consumption will depend only on aggregate real in- 
come. These assumptions have been implicitly made in the 
preceding paragraph; consequently, our desired-consumption 
function there is written as C = G(Y). It tells us the aggregate 
amounts the economy desires to consume at different income 
levels. 

Thus the desired behavior of consumers is defined as their 
behavior under certain specified conditions—a behavior that 
is described by their Walrasian demand curves. In a similar way 
we can specify certain conditions under which the firm must 

1 Namely, (a) that the individual demand curves depend only on relative 
prices and real income; and (b) that in deflating money consumption expenditures 
and money national income we use a certain price index which emerges from the 
aggregating process itself. For an example of the derivation of the consumption 


function in this way see L. R. Klein, ‘‘ A Post-Mortem on Transition Predictions,” 
Journal of Political Economy, LIV (1946), 300-1. 
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operate (e.g., the transformation function) and derive the desired- 
investment function. The conceptual experiment here is the 
following one: We ask each firm how much it will invest at 
different sets of prices and national income, subject to the restric- 
tion that the firm’s inputs and outputs are related in a specified 
way (i.e., subject to the firm’s transformation function). The 
results of these experiments will, after aggregation, give us the 
desired-investment function, J = H(Y). (Admittedly, there are 
many more conceptual difficulties in doing this than in construct- 
ing the desired-consumption function; but these need not detain 
usnow.) The total expenditures function, F(Y), being the vertical 
sum of the consumption and investment function, thus represents 
the total expenditure people desire to make at any given level of 
real income. 

3. Once the total desired-expenditures function F(Y) is given, 
the equilibrium level of real national income is determined as 
follows : First, a 45° line through the origin is drawn. This line 
(whose equation is #* = Y) represents the fact that, by definition, 
real national income is equal to actual real expenditures : no one 
can receive income except as a result of expenditures by someone 
else.1_ Now consider the income level Y,. At this level people 
desire to spend only the amount Z,, which is less than Y,. In 
other words, if the income Y, is to be maintained, people must 
continue spending more than they desire to the extent Y, — £. 
For example, inventories will be accumulated above the amount 
indicated by the desired-investment function. This undesired 
spending cannot continue indefinitely. To use again the example 
of inventories, people will attempt ‘to reduce their undesired 
accumulations, and, as a result of this attempt, the level of real 
income prevailing in the system will change. Hence Y, cannot 
be an equilibrium position. 

Similarly, the equilibrium level cannot be Y,; for at that level 
people would try to correct the resulting undesired disinvestment 
that would be occurring. To use again the example of inventories, 
people will try to replenish inventories that have been drawn 
down below their desired levels, and by this action will change the 
level of income. By reasoning along these lines we see that the 
equilibrium level must be at Yy. At this point—which is given 
by the intersection of the 45° line and the total desired-expendi- 
ture function—desired and actual aggregate expenditures are 

1 Many complications are hidden in this simple statement—such as the prac- 


tice of considering inventory accumulation as purchases of the firm from itself. 
But these complications need not concern us here. 
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equal. Hence, within the framework of the given conditions, 
there exists no force acting to change the income level from Y,.1 

4. So much for the standard Keynesian analysis. However, 
a little reflection will make it obvious that there are some missing 
links in the argument. Consider again Fig. 2. The careful reader 
will have noted that all that was said about the income level Y, 
or Y, was that they were not equilibrium levels; nothing was said 
about the direction in which the forces set up by the resulting 
disequilibria would cause the income level to move. In other 
words, no attempt was made to show that if the economy were, 
say, at the income level Y,, automatic forces would be set up to 
push the income in the direction of the equilibrium level, Y,. 
If we were to try to follow through such a dynamic analysis, the 
omission of certain factors from the Keynesian analysis repre- 
sented by Fig. 2 would immediately become evident. For the 
standard dynamic analysis runs along the following lines (cf. Fig. 
2): If the income level were Y,, the resulting accumulation of 
undesired inventories would drive prices down and therefore dis- 
courage production. As an immediate result, income payments, 
and hence national income, would decline. This process would 
continue until the income level Y, is reached. Similarly, if the 
income level were Y,, prices would be driven up, and production 
increased. 

The significant point about the preceding dynamic analysis is 
that it calls into play factors completely outside the analytical 
framework of Fig. 2. It presupposes some type of behaviour 
(e.g., responses to changes in inventories) from the supply side 
of the market which is never explicitly introduced into the 
analysis. This procedure is a sharp contrast with that employed 
in, say, the dynamic analysis of partial equilibrium in one partic- 
ular market. There both sides of the market are represented by 
the traditional demand and supply curves. If the price is higher 
than the equilibrium one, the analysis itself indicates the force 
(viz., the excess supply) which drives prices down. There is no 
need to appeal to outside forces to explain the movement toward 
equilibrium. 

From all this there follows but one conclusion: something 
must be done to complete the Keynesian picture; and that 
‘something ” must clearly be the explicit introduction of the 


1 I abstract here from the difficulty that this equilibrium is only aggregative, 
and may be disturbed by the disequilibrium of individual firms. Cf. Arthur F. 
Burns, Economic Research and the Keynesian Thinking of our Times (Twenty- 
sixth Annual Report of the National Bureau of Economic Research, 1946), p. 9. 




















1949] UNEMPLOYMENT AND KEYNESIAN SUPPLY FUNCTION 365 


supply side into the analysis. It is to this task that we turn in 
the section which follows. 

5. To start from fundamentals, it is clear that a complete 
explanation of the economic system can be presented only through 
a Walrasian general-equilibrium system. Unfortunately, for 
practical analytical purposes such a system is entirely too large and 
cumbersome. Aggregation is necessary to reduce it to manage- 
able terms. Thus, we have seen that in the preceding Keynesian 
models all the Walrasian demand curves for finished goods are 
aggregated into two functions : the consumption and investment 
functions. But these represent only one side of the market—the 
demand side. The system presented in Fig. 2 provides no aggre- 
gate counterpart to the supply functions of the general-equilibrium 
system. But clearly such an aggregate function can be built up 
from the Walrasian supply functions in exactly the same way that 
the consumption and investment functions were built up from 
the Walrasian demand functions. Furthermore, the interpreta- 
tion of such an aggregate function will be completely analogous to 
that of, say, the aggregate desired-consumption function. The 
Walrasian supply functions from which the aggregate supply 
function is constructed represent the behaviour of suppliers 
within a specified framework (profit maximisation, given trans- 
formation curves, etc.); these supply functions, by definition, 
represent the desires of suppliers. Hence, the function we get by 
aggregating them also represents the desires of suppliers. We 
call this function “the aggregate desired-supply function.” It 
shows the aggregate amount of finished goods and services 
suppliers desire to provide at different levels of income. 

In other words, the equilibrium position of the Walrasian sys- 
tem is determined by the joint influence of the demand and supply 
functions. In the process of aggregation we do lose a lot of 
detailed information. This we are willing to sacrifice for the sake 
of manageability. But one characteristic of the general-equili- 
brium system which we should carry over to the aggregate (or 
macro-) system is that supply factors, as well as demand factors, 
influence the equilibrium position. No such influence is provided 
for in our Keynesian model of Fig. 2. In order to bring it in, our 
macro-system must provide an aggregate desired-supply function 
(corresponding to the aggregate desired-consumption and -in- 
vestment functions) which should play a co-equal role in the 
determination of the equilibrium position. 

What might the form of this aggregate desired-supply function 
be? By making assumptions similar to those made for the con- 
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sumption function we can have aggregate real desired supply, S, 
depending only on real income, Y. In Fig. 3 this function is 
drawn as S = Q(Y). 
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What is the form of Q(Y)? It can be shown that the assump- 
tions made in aggregating the supply function imply that the real 
return to productive services is constant; that is, the price of 
finished goods is always proportionate to the price of productive 
services.1_ This should lead us to suspect that the function Q(Y) 
might have a special form. In particular, since the real return is 
constant, suppliers might desire to provide the same amount of 
goods regardless of the level of income. In that case the aggregate 
supply function would be a horizontal line at, say, the level 7. 
This extreme position was not taken in Fig. 4; but some allowance 
for it was made by giving Q(Y) a small slope with respect to Y. 
In other words, it was assumed that the desired supply does not 
vary much with the level of income. 

Lest there be any misunderstanding on this point, it should be 
made clear that the assumption of a constant real wage is regarded 
as completely unrealistic. We shall, in fact, remove this assump- 

1 Limitations of space prevented the publication of the mathematical appendix 
to this article in which this was proved. The general argument is related to 
footnote 1 on p. 362, above. The price index that comes out of the aggregation 
there is for finished goods only; but the price index resulting from the aggregation 
here is for productive services as well. If the supply function is to depend on the 
same measure of real income, Y, that the expenditure function does, then the two 
price indexes must be the same, which means that the prices of finished and 


productive services must be proportionate. 
This mathematical appendix is available upon request. 
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tion later (§ 14). However, the main point here is that for the 
purposes of this article it is only the existence, and not the form, 
of the aggregate supply function which is of importance. We shall 
return to this point again (§ 14). 

6. Let us for the moment ignore the expenditure function in 
Fig. 3 and concentrate on the relationship between the 45° line 
and the desired-supply function. Introduce the variable S* 
which equals actual, as distinct from desired, aggregate real supply 
of finished goods and services. Previously we used the fact that 
national income is equal to aggregate expenditures. Now we 
note that, by definition, real national income is also equal to the 
actual real value of finished output, S*. So the 45° line also 
represents this equality, i.e., S* = Y. 

In a manner completely analogous to that of the discussion of 
the expenditure function, it can now be showed that the level of 
income 7 (Fig. 3) is the equilibrium level determined by supply 
conditions. For consider the income level Y,. At this level 
firms desire to supply the amount S,, which is greater than Y,. 
In other words, if the income level Y, is to be maintained, firms 
must continue supplying less than they actually desire, to the 
extent S, — Y,. Consequently, an effort will be made (via price 
reductions) to correct this disappointment of desires, and in the 
process the level of income will change. Similarly, Y, cannot be 
an equilibrium value; for to maintain that level firms must supply 
more than they actually desire. The only possible equilibrium 
from the supply side is Y = y. At this level, since desired and 
actual supply are equal, there is no stimulus for any change in the 
system. . 

If we now consider Fig. 3 as a whole, it is immediately evident 
that the macro-system we have built up from our Walrasian system 
is one which can never be at equilibrium. For the income level, 
Y,, which equilibrates the demand side of the economy, leaves the 
supply side in disequilibrium. Conversely, the income level 7, 
which equilibrates the supply side, leaves the demand side in 
disequilibrium. There is no level of income which will simultane- 
ously equilibrate both of these sets of forces in the economy. 
What is the economic interpretation of this inability to reach a 
consistent equilibrium position? This is the problem discussed in 
Part III. There it is argued that the inconsistency created by 
the explicit introduction of the aggregate supply function into 
Keynesian systems provides the key to the theory of involuntary 
unemployment implicit in Keynesian economics. 

7. One more point must be made, an important one for our 
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later analysis. In the discussion of Fig. 3 it was tacitly implied 
that there is no way of resolving the inconsistency of having two 
“‘ equilibrium ”’ positions. There are, however, a priori grounds 
(formulated by Pigou) for claiming that the initial duo-equilibrium 
itself brings into play automatic market forces which tend to re- 
move the inconsistency. Specifically, suppliers at, say, the 
income level Y, in Fig. 3, will find themselves supplying less than 
they desire. Hence they will reduce the general price level in an 
effort to increase their sales. The fall in the price level will in 
turn increase the real value of the cash holding of individuals. 
As a result, their willingness to spend out of income will increase 
so that the whole expenditure function in Fig. 3 will shift upwards. 
(In other words, the expenditure function is now assumed to 
depend on the absolute price level, p, as well as the level of real 
income, Y.) Under certain assumptions, if the price decline 
continues long enough, the expenditure function can be shifted 
so far up that it intersects the 45° line at the same income level, 
n, at which the supply function intersects. (This is the situation 
pictured in Fig. 5 below.) Thus, a unique equilibrium position 
is determined and the inconsistency removed. 

In addition to these forces there is the more traditional 
Keynesian effect on the expenditure function through variations 
in the interest rate. An excess supply will drive interest rates 
down and thereby raise the expenditure function. If it has 
sufficient interest elasticity, the expenditure function might even- 
tually be driven up to its position in Fig. 5. It is clear that for 
the purpose of this paper the interest rate and the price level play 
completely equivalent roles. Hence, whenever in the subse- 
quent argument the reader will find the phrase “ price level,” he 
can add “and interest rate.” 

As we shall see later, this argument makes no fundamental 
change in our analysis. At most, it requires that we shift from a 
static to a dynamic viewpoint. The full implications of these 
remarks will become clearer in the exposition which follows. 


III. THe Concept or INVOLUNTARY UNEMPLOYMENT 


8. Involuntary unemployment involves what might be called 
“relative coercion’: people cannot fulfil their desires as freely 
as under some other situation which serves as a norm of reference ; 

1 The argument of this paragraph is presented in its barest details, since it 
has already been discussed at length in my article ‘‘ Price Flexibility and Full 


Employment,” American Economic Review, XX XVIII (1948), 543-65. This will 
be referred to henceforth as ‘‘ Price Flexibility.” 
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hence in order to give concreteness to the concept of coercion we 
must first define this norm of reference. Thus, it is theoretically 
meaningless to speak of involuntary unemployment without in- 
troducing a comparison between two alternative models: the 
actually existing one and some designated norm. The extent of 
involuntary unemployment is then measured by the difference 
between the existing amount of employment, and the amount 
that would have existed under the norm. 

I must emphasise that coercion and freedom are defined in a 
relative sense only. People acting with the “‘ normal” freedom 
(i.e., under the restrictions to be found in the norm of reference) 
will (for the sake of brevity) be defined as fulfilling their desires 
freely. People acting under more than the “normal ”’ restric- 
tions will be said to be coerced and prevented from fulfilling their 
desires. In what follows our norm of reference is defined as a 
model in which perfect competition reigns and the economic unit 
is restricted only by the budget restraint and technological re- 
lationships (e.g., the production function). Thus, by definition, 
our norm is a system of equations. Within this norm of reference 
the individual will be defined as fulfilling his desires—though he 
may be poor and unhappy. In other words, an individual will 
be said to be acting freely as long as he is on his Walrasian demand 
and/or supply curves. 

Partial equilibrium analysis provides an illustration. Consider 
the classical demand (D) and supply (8) curves for labor (N) in 
terms of the real wage w/p (Fig. 4). By definition, the demand 
curve, D, represents the desires of employers under normal re- 
strictions, and the supply curve, S, represents the desires of workers 
under normal restrictions. Now, if the real wage, w/p, is always 
at the intersection of D and S, then within this model there can be 
no involuntary unemployment. No matter how far D shifts over 
to the left and employment drops, workers will be working as much 
as they desire: Workers and employers will be fulfilling their 
desires as long as the equilibrium wage and employment are always 
at the intersection of the curves. Only if some force entered which 
established the equilibrium value at, say, the wage (w/p), and the 
employment N,, a point off the supply curve of labor, could 
coercion, and therefore involuntary unemployment (to the extent 
N, — N,), be said to exist in the system. 

One fundamental qualification must be introduced into the 
discussion of Fig. 4. If the wage (w/p), has been set and main- 
tained by monopolistic tactics of a trade union, it is clearly a 
distortion to say that “‘ involuntary ” unemployment exists in the 











370 THE ECONOMIC JOURNAL [SEPT, 


economy. (Of course, those workers unable to find jobs because 
of the union wage policy might be said to be “ involuntarily ” 
unemployed; but this involves a completely different usage from 
the customary one, which implies that the workers are unemployed 
neither through their fault, nor through that of their brethren.) 
This paper does not deal with any of these difficulties; it is con- 
cerned solely with the definition of involuntary unemployment 
within an actual competitive framework. Within this framework 
we can think of the wage (w/p), being maintained despite wage 
flexibility if, for example, the price level were to fall proportionately 


ole 
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with the wage level and so keep the real wage constant. In such 
a case, workers would truly be involuntarily unemployed—despite 
all their efforts to correct the situation by money-wage reduction.! 

More generally, in a dynamic framework, we can think of the 
price decline as being less than proportionate to the money-wage 
decline, so that the real wage falls only slowly. During the time 
it takes for it to fall, workers are involuntarily unemployed; but 
the amount of involuntary unemployment is continuously de- 
creasing. Eventually, if the real wage falls to (w/p), (cf. Fig. 4) 
a full-employment condition may be re-established. 

9. Let us apply the concepts of § 8 to the analysis of Fig. 3. 
Clearly a full-employment level of income in this model must 
mean a level of income at which suppliers are able to supply 
exactly what they desire—in the sense of § 8. In other words, 


' This is clearly the argument of Keynes in his General Theory, pp. 11-13. 
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suppliers must be employed to the full extent they desire. From 
the analysis of Fig. 3 it immediately follows that 7 is the full- 
employment level of income; for at any other level there would 
exist a discrepancy between the amount sellers desire to supply, 
and the amount they actually do. Hence we choose as our norm 
of reference a model in which this level of income could be main- 
tained indefinitely; i.e., a model whose equilibrium level of 
national income (for both the demand and supply sectors) is 7. 
This norm of reference is drawn in Fig. 5. 
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Assume now that, in contrast with this norm, the actual desires 
of individuals are represented by the expenditure and supply 
curves in Fig. 3. This figure reveals an initial incompatibility of 
interests—with demanders desiring the income level Y,, and 
suppliers the level y. Several possibilities now present themselves. 
First consider the case in which the prevailing level of national 
income is always Y,». In other words, only the desires of de- 
manders influence the determination of the national income, 
while the desires of suppliers are completely ignored. We would 
then have as a measure of the extent of involuntary unemploy- 
ment (U) in the system 

U=7-Y, 


That is, involuntary unemployment is measured by the difference 
between the level of national income in the norm of reference, », 


and the level actually prevailing, Y, (cf. § 8). 
No. 235—vo.. LIx. co 
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What are the implications of assuming that the income level 
will remain at Y,? It is with respect to this question that the 
remarks of § 7 are pertinent. It will be recalled that at the in- 
come Y, suppliers will reduce their prices in an attempt to eliminate 
the discrepancy between the quantity they are selling and the 
quantity they desire to sell. Now, if these price reductions have 
no effect on spenders—that is, if the expenditure function does not 
shift upwards at all, despite all price reductions, no matter how 
far down they go or how long they are maintained—then the in- 
come level will remain indefinitely at Y,. In the case of such 
insensitivity of spenders to general price declines we can say that 
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suppliers are in a ‘“‘ weak strategic position.”” At the other ex- 
treme is the case where the slightest price decline instantaneously 
shifts the expenditure function to the position it has in Fig. 5, 
so that full employment is established. In this case we can 
say that suppliers are in a “ strong strategic position.””’ Midway 
between these extremes is the case illustrated in Fig. 6. Here 
it is assumed that by price reductions we can shift the ex- 
penditure function upwards; but that (to repeat the phrase of 
the preceding paragraph) despite all price reductions, no matter 
how far down they go or how long they are maintained, it is im- 
possible to shift the expenditure function up to its position in Fig. 
5. That is, say, the expenditure function cannot be pushed above 
its position in Fig. 6. Under these circumstances the income 
level Y, will be maintained; correspondingly, the amount of 
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involuntary unemployment is measured by 7 — Y,. In this case 
we can say that suppliers have an “intermediate strategic 
position.” 

Thus, the strategic position of suppliers is essentially a measure 
of the sensitivity of spenders to changes in the absolute price level 
(i.e., te changes in their real cash balances) and interest rate. The 
strategic position is stronger the smaller the price (interest) decline 
required to shift the expenditure function a given amount within a 
given period. Similarly, it is stronger the shorter the time re- 
quired to shift the expenditure function to a given position by a 
given price (interest) decline. And, of course, it is stronger the 
greater the upward shift in the expenditure function corresponding 
to a given price (interest) decline maintained for a given period. 
Finally, there is the case where the initial price (interest) decline 
creates expectations of further price (interest) declines and causes 
the expenditure function to drop even further downwards.* In 
this case suppliers are clearly in an extremely weak strategic 
position: all their attempts to extricate themselves from the 
unemployment situation will perversely plunge them ever deeper 
into it. Corresponding to each of the above cases, the unemploy- 
ment will be defined as permanent, temporary or prolonged, 
according to the strategic position of the suppliers.? 

There is one further (and, perhaps, even more fundamental) 
sense in which we can speak of suppliers as being in a weak 
strategic position. Assume that we start out with the incom- 
patibility of Fig. 3, but that by a series of price declines we are 
finally able to reach the situation of Fig. 5. We can conceive of 
two opposite ways in which this dynamic adjustment might take 
place. The first is the one that has been assumed up to now in 
this section. The income level starts out at Y, (cf. Fig. 3); as the 
price level falls, the desired-expenditure function rises, and for 
each period of time the actually prevailing income is determined 
by the intersection of this function with the 45° line, until finally 
the income level y is reached. At the other extreme we might 
consider the income starting out at » and remaining there all the 
time the expenditure function is moving upwards. In other words, 
under the first method the prevailing income is always at a level 
desired by demanders, throughout the adjustment process; while 
under the second method it is always at the level desired by 
suppliers. 

In our economy it is easy to think of suppliers selling less than 
they desire; but it is difficult to conceive of demanders buying 
1 Cf. ‘‘ Price Flexibility,” § 11. * Ibid., p. 564, 
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more than they desire. Hence, when we start off from a situation 
such as that of Fig. 3, it is the first type of adjustment that takes 
place. Thus, throughout the period of adjustment, even if income 
finally succeeds in reaching 7, demanders are obtaining an income 
level they desire, while suppliers are not. This is another very 
real sense in which suppliers are in a weak strategic position re- 
lative to demanders. 

10. Until now we have dealt with involuntary unemployment ; 
but using exactly the same concepts of § 8 we can also define 
involuntary over-employment. Consider the case where the de- 
sired expenditure function is H = W(Y) asin Fig. 7. This situa- 
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tion implies that despite price increases suppliers are unable to 
bring the expenditure function down to the point where it inter- 
sects the 45° line at 7. In brief, the level of national income de- 
sired by spenders (Y,) is greater than that desired by suppliers. 
If the level of national income is actually Y,, then a measure of 
the extent to which suppliers are over-employed is the negative 


quantity 


That is, involuntary over-employment is measured by the differ- 
ence between the level of national income in the norm of reference, 
and the level actually prevailing. Clearly, the same concept 
applies when suppliers do succeed in bringing the expenditure 
function down somewhat, so that an intermediate level of national 
income—between 7 and Y,—prevails. 
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A situation of over-employment may well have existed during 
the War. Here the Government provided almost an unlimited 
demand for goods, which was not diminished by higher prices. 
Then it resorted to patriotic appeals to persuade the supplier to 
produce more than they really desired. It might be argued that 
this patriotic appeal caused an upward shift in the supply function 
itself, so that suppliers were “really not” involuntarily over- 
employed. The danger in this type of argument is that eventually 
it will define away the whole concept of involuntary action. It 
leads to such nonsense statements as: a man held up at the point 
of a gun “ voluntarily ” gives up his wallet because he “ desires ”’ 
to save his life! This example simply points up the necessity of 
stating a norm of reference (arbitrary as it may be) whenever we 
wish to speak of involuntary actions. In our economic norm 
suppliers are presumed to be acting like ‘‘ economic men,” com- 
pletely devoid of any nationalistic motivations. Hence, when 
they are influenced by patriotic appeals, they can properly be said 
to be acting involuntarily. 

Another way in which suppliers can meet a situation of over- 
employment is by rationing. That is, if price increases prove 
ineffectual in reducing the expenditure function sufficiently, 
suppliers may decide that nevertheless they will produce only the 
output they desire, and allocate it among consumers on some 
arbitrary rationing basis (first come first served, fixed percentage 
of purchases in previous years, etc.). In this case it is the spenders 
who are forced into involuntary actions : they must buy less than 
they actually desire. 

The elimination of peace-time involuntary over-employment 
seems to be a simpler task than the corresponding elimination of 
involuntary unemployment. (Once again the reader is reminded 
that we are abstracting here from all monopolistic forces in the 
economy.) This follows from the supposition that price rises are 
a much more effective means of shifting the expenditure function 
down, than price declines of shifting it up. There is no incon- 
sistency here; as in many other places in economic theory, there 
is no reason to expect symmetry of reactions. Thus, under 
conditions of over-employment the strategic position of suppliers, 
in the first sense of § 9, is stronger than that under unemploy- 
ment. The suppliers’ strategic position is also stronger in the 
second sense; for the income level may remain at 7 during the 
whole period of adjustment in which the expenditure function is 
being forced down. For example, suppliers may resort to rationing 
during this whole period. 
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IV. KEYNES AND THE CLASSICS 


11. From the perspective of the preceding analysis it is now 
possible to examine, and contrast, the assumptions of the Keyne- 
sian and classical positions. Consider first the conventional 
Keynesian analysis of §§ 2—3. Explicitly, the supply function is 
not introduced at all. Implicitly, it is assumed that under unem- 
ployment conditions suppliers are in a weak strategic position, in 
both of the senses of § 9. First of all, spenders respond little, if at 
all, to price-level and interest-rate reductions.!_ Secondly, the actu- 
ally prevailing level of income is always determined by the inter- 
section of the expenditure function and the 45° line. Hence, 
there is no need to introduce the supply function, since the pre- 
vailing level of income is determined by demand factors alone. 
This level of income is then compared with an arbitrarily selected 
level, designated as the full-employment income, and the difference 
used as a measure of unemployment. The advantage of the 
preceding argument is that it makes this element of arbitrariness 
unnecessary : the full employment level of income is defined by 
the same analytical apparatus which determines the actually 
prevailing level of income. 

In addition, we differ from the usual Keynesian analysis in 
saying that the income level need not remain at the original inter- 
section of the expenditure function with the 45° line. True, for 
each period of time the level of income is determined by the inter- 
section of the expenditure function with the 45° line. But this level 
increases over time as the expenditure function is pushed upwards. 

It is important to understand the dynamic theory implicit in 
this interpretation of the Keynesian theory.2 Essentially we 
divide the economy into two markets: one for finished goods and 
services, and the other for productive services. From the pre- 
ceding paragraph it is clear that we assume that equilibrium is 
rapidly restored in the first market. In other words, if a disturb- 
ance should suddenly shift the expenditure function downwards, 
the level of income would quickly fall to the new intersection point 
with the 45° line. All this means is that undesired inventories are 
rapidly eliminated from the system (cf. § 3). Thus no stimulus 
for any further movement in prices comes from the finished-goods 
market. Nevertheless, the system continues with its dynamic 


1 Actually, Keynes never considered the effect of the price level on the ex- 
penditure function; but, as I have argued elsewhere (‘‘ Price Flexibility,” pp. 
563-4) it does not seem too difficult to extrapolate his position on this matter. 

* In the formulation of this paragraph I have benefited from discussions with 
Kenneth J. Arrow of the Cowles Commission for Research in Economics. 
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adjustment due to the fact that the market for productive services 
is not in equilibrium. By analogy, one might say that the in- 
voluntary unemployment in this market represents ‘“‘ undesired 
inventories of productive services.” In any event, the presence of 
unemployed productive services drives the price level down as 
long as equilibrium is not re-established in this market too. 

12. In the classical position, involuntary unemployment could 
not arise in this way. For a basic assumption of that position was 
Say’s law; and under this assumption full employment was always 
assured. 
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The meaning of Say’s law is that regardless of the level of in- 
come, people desire to spend their entire incomes; or, what is the 
same thing, people will not use their money incomes to add to 
their cash holdings. In the words of J. 8. Mill, in his chapter on 
Say’s law: } 

Could we suddenly double the productive powers of the 
country, we should double the supply of commodities in every 
market; but we should, by the same stroke, double the 
purchasing power. Everybody would bring a double demand 
as well as a supply : everybody would be able to [and, pre- 
sumably, would] buy twice as much, because everyone would 
have twice as much to offer in exchange. 

What does this mean as far as the shape of the aggregate expendi- 
ture function is concerned? Under Say’s law the expenditure 
function must always coincide with the 45° line, as in Fig. 8. This 


1 J. S. Mill, Principles of Political Economy, Book III, Ch. XIV, § 2. 
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coinciding is the graphical counterpart of the statement that at 
every level of income people want to spend their entire income. 
Analytically this means that the expenditure function has the 
form H = Y. Under this assumption it is clear that there exists 
only one equilibrium level of the national income, a level jointly 
desired by both spenders and suppliers. Therefore, in the classical 
system full employment is always established; the income of the 
community is limited only by supply factors. Thus, Say’s law, 
far from precipitating the economy into a state of unstable equili- 
brium (as is sometimes assumed), instead removes a possible in- 
consistency from the system, and insures the rapid achievement 
of a unique, stable, full-employment equilibrium. 

13. Keynes, of course, violently disagreed with the assumption 
of Say’s law. This is the sum and substance of his liquidity- 
preference theory : Out of any given income, people may have a 
net desire to add to their cash balances. Hence, the expenditure 
function need not coincide with the 45° line; and hence, the level 
of income established by the intersection of the 45° line and the 
expenditure function need not be the full-employment level. Thus 
Keynes denied the basic proposition of classical economics : 
namely, that the economic system would automatically generate 
full employment. 

It should, however, be emphasised that the classical position as 
revised by Pigou no longer needs Say’s law. In this system auto- 
matic full employment is brought about by interest, wage and 
price flexibility regardless of the form of the expenditure function.! 
Correspondingly, as I have argued elsewhere,? the Keynesian 
attack shifts its concentration from Say’s law to the dynamic in- 
stability of our economic system—its inability to restore full 
employment within a reasonable time after being subjected to a 
shock of one type or another. 

Actually it can be said that everyone simultaneously accepts 
and rejects Say’s law : rejects it, in the sense that no one believes 
the short-run-expenditure function must have the form it has in 
Fig. 8; accepts it, in the sense that everyone recognises that in 
the long run people want goods, and not money. 


V. Tot ARGUMENT GENERALISED 


14. There have been many occasions in this paper where the 
analysis has pressed hard against the confines of our oversimplified 
model. Essentially, the trouble is that the model explicitly pro- 


1 Cf, “ Price Flexibility,” §§ 1-8. * Ibid., § 14. 
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vides for only one price level (finished goods), while implicit in the 
analysis is that of yet another (productive services). This is one 
reason why the aggregate supply function appears like such a 
monstrosity. Actually, it should depend on both of these prices ; 
however, our oversimplified assumption that these prices are pro- 
portionate (cf. § 5, above) forces us to write it as dependent on 
neither. Nevertheless, it was claimed in § 5 that the general 
analysis developed on the basis of this oversimplified model could 
be readily extended to more realistic ones. This and the following 
sections attempt to make good this claim. 

First, we shall briefly sketch the way in which the concepts of 
this article appear in a somewhat more extended model. Let Y 
= national income, r = rate of interest, » = absolute price level, 
E = aggregate demand for finished goods, VN? = demand for labor, 
N*’ = supply of labor, M? = demand for cash balances and 
M* = supply of cash balances. It must be emphasised that these 
last five variables represent desired quantities demanded or 
supplied—in the sense used in § 2 and throughout this paper. 
Consider now the following system :— 


(1) H=4¢(Y, 71, p) 
(2) Y= ¢(N?) 

(3) H= Y 

(4) N? = f(w/p) 

(5) NS = g(w, p) 

(6) N? = NS 

(7) M? = L(Y,r, p) 
(8) M*% = const. 

(9) M? = M% 


This model divides up the economy into three markets: finished 
goods, labor and money.! For each market there are two behavior 
equations and one equilibrium condition. Starting from the last 
triplet of equations, we have in (7) the desired-demand for cash 
balances (i.e., the liquidity preference equation); in (8), the 
desired-supply of cash balances (assumed for simplicity to be a con- 
stant); and, in (9), the condition that the money market is not in 
equilibrium unless desired supply and demand for money are equal. 
The next triplet furnishes corresponding information for the labor 
market. Here we have followed Keynes in assuming that the 


1 Implicit in the model is yet a fourth market: that for bonds. This can be 
ignored since, by ‘‘ Walras’ law,’ it is considered here as residual. Cf. D. Patinkin, 
““ The Indeterminacy of Absolute Prices in Classical Economic Theory,” Econo- 
metrica, XVII (1949), §§ 6 and 14. 
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supply of labor depends on money, and not real, wages; but this 
is not a necessary part of the argument which follows. The de- 
mand for labor is assumed to depend on real wages; this is not 
essential to the argument either. 

In the first triplet, the first and third equations are quite 
familiar. The only difference between equation (1) and the ex- 
penditure function used throughout this paper is that (1) provides 
explicitly for the possible influence of the rate of interest. Equa- 
tion (3) is the equilibrium condition for the finished-goods market, 
as explained in § 3. Equation (2) is the only new-comer : this is 
the production function. In this model the production function 
is completely interchangeable with the aggregate supply function. 
This follows from the relationship between equations (2) and (4). 
If suppliers of finished goods are faced with a given real wage rate, 
the amount of labor they will purchase is determined by (4). If 
we insert the resulting labor input in (2), we get the output of 
finished goods that suppliers will provide for this labor input, i.e., 
at the designated real wage. In other words, by substituting (4) 
into (2) we come out with the familiar aggregate supply function. 
It differs from the one used in this paper in that it depends on the 
real wage rate, now no longer (cf. § 5) assumed to be constant. 

The use of the production function in (2) instead of the equiva- 
lent aggregate supply function was deliberate. There is no doubt 
that the former function is a much more familiar and accepted tool 
of economic analysis. In fact, one can find in the literature 
several examples of models very similar to the one above.?_ Con- 
sequently, these models have implicit in them the aggregate supply 
function developed in this paper. My only objection to these 
other presentations is that they make no satisfactory interpretation 
of the supply function; in particular, they fail to see the relation- 
ship between it and involuntary unemployment. This is the 
problem we shall now examine. 

Assume, for simplicity, that our model is consistent :* that is, 
it has a solution. Let the solution values for income and employ- 
ment be Y = 7 and N? = N% =o, respectively. Then, by defini- 
tion of the functions of our model, these are the full-employment 
values of the respective variables. Assume now that a sudden 
disturbance in the economy causes a downward shift in the ex- 

1 For simplicity we are assuming the amount of capital to be held constant. 
Hence the production function depends only on the rate of labor input, N. 

2 As a case in point cf. Franco Modigliani, ‘‘ Liquidity Preference and the 
Theory of Interest and Money,” Econometrica, XII (1944), 47-8. 


3 The implications of an inconsistent model are discussed below, § 16. On 
this whole paragraph see in particular § 11, above. 
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penditure function. This sets up a whole chain of dynamic events. 
During this process there is no reason why any of the equilibrium 
conditions—(3), (6) and (9)—should be satisfied. We assume, 
however, that equilibrium in the finished goods and money markets 
is quickly re-established. The only pressure for continued move- 
ments of the variables comes from the failure to satisfy (6). (Cf. 
above, § 11.) Correspondingly, as long as this equilibrium condition 
is unsatisfied, the level of employment is less than «. Hence, by 
definition, there is involuntary unemployment within the system. 
(Cf. above, § 8.) The level of this unemployment will continue 
to fluctuate as the system tries to correct the disequilibrium in the 
labor market. In some cases it is possible that the system will 
finally succeed in restoring a full-employment equilibrium. 

15. The preceding section extended the analysis by applying 
it to a model with more equations. Another method of extension 
is to go back to the maximising behavior from which the equations 
themselves are derived. In this way it is possible to make the 
concept of involuntary action even more vivid. 

Consider, for example, the demand function of an individual 
for a certain commodity. Assume that the norm is given by the 
condition that he must stay within his budget. Then inability to 
be on his demand curve (for example, the commodity may be 
rationed by the government) means, in mathematical terms, that 
besides being subject to the (normal) budget restraint when 
maximising utility, the individual is also subject to at least one 
additional restraint or side condition (viz., that arising from the 
rationing). This additional restraint is an indication of the extent 
to which he must act involuntarily. On the other hand, an in- 
dividual who maximises his utility subject only to the (normal) 
budget restraint (say, an individual exempt from the rationing 
regulations), is said to be acting freely and fully satisfying his 
desires. This interpretation can readily be generalised to any type 
of maximising activity. 

16. So far we have dealt with particular extensions. Let us 
now see how the basic concepts presented in this article can be 
extended to a perfectly general system. 

Consider a model with n equations. For the moment, assume 
that the model is a static one. Its m equations will be of various 
types : some will be behavior equations for various sectors of the 
economy, some equilibrium conditions and some definitions. 
Assume that the behavior equations represent behavior under 
the restrictions of the norm; in other words, assume that they 
represent the desires of the respective sectors, in the sense used in 
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this paper. Mathematically, there are two possibilities: the 
static system may be consistent, or it may be inconsistent. To say 
that the system is mathematically inconsistent is equivalent to 
saying that the desires of people, as reflected by this system, are 
incompatible: they cannot all be satisfied simultaneously. Let 
us examine in detail the implications of this proposition. 

If the system is inconsistent, then there exists no point (7.e., no 
set of prices, quantities, incomes, etc.) which will simultaneously 
satisfy all the equations of the system. In other words, no matter 
at what point the economy may be, some of its behavior equations 
cannot be satisfied; that means, no matter what happens some 
people must be off their (desired) behavior curves, and hence 
must be acting involuntarily. From this it follows that the 
system can never be in equilibrium; for no matter at what point 
it is, it cannot remain there; the members of the economy left 
dissatisfied at that point will try to achieve their desired behavior, 
and thereby move the system away from whatever point it happens 
to be at. 

An example of such an inconsistent static system is provided 
by Fig. 3—under the assumption that nothing can be done to move 
any of the curves presented in it. As pointed out in the discussion 
of this figure (§ 6), no matter at what point the system happens to 
be—that is, no matter what the income and the price level (for by 
the preceding sentence we are assuming that the expenditure 
function is completely insensitive to the price level)—it is impos- 
sible for both demanders and suppliers simultaneously to fulfil their 
desires; at least one of them must be forced into involuntary 
action. Correspondingly, the system can never be at equilibrium. 

Now assume that the static system is consistent. Does that 
mean that everyone in the society will always fulfil his desires ? 
In order to answer this question we must turn to dynamic analysis. 
The general proposition that can be made is: The existence of a 
consistent equilibrium position for the static system is a necessary, 
but not a sufficient condition for the elimination of involuntary 
action within the economy.? In other words, the argument of the 
preceding paragraph has shown that the system cannot be free of 
involuntary action unless it is consistent; but that does not mean 
that once it is consistent we can be sure of the elimination of in- 
voluntary action. For example, assume that the system does 
have the consistent solution represented in Fig. 5. Assume further 


1 Another example of an inconsistent static system is provided by Fig. 3 and 
§ 3 in “‘ Price Flexibility.” 
2 Cf. ‘‘ Price Flexibility,” p. 560, footnote 30. 
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that due to a certain disturbance in the system the expenditure 
function falls to its position in Fig. 3. This sets up price-level and 
interest-rate declines, and we now assume that these declines 
shift the expenditure function upwards. But in certain cases it 
may be that, due to dynamic expectation factors, no matter how 
far the price level and interest rate falls, it is impossible to shift the 
expenditure function back to its position in Fig. 6.1 Under these 
assumptions we may continue to have involuntary action within 
the system for an indefinitely long period. 

But we need not go to such an extreme case—again, a mathe- 
matical, not necessarily a realistic, extreme. Assume now that by 
price-level and interest-rate declines the expenditure function is 
eventually brought back to its position in Fig. 5. But all this 
takes time; and during this period of movement and adjustment 
some individuals must be off their behaviour curves; that is, they 
must be forced into involuntary action.2 Here, too, we can define 
our concept of strategic position. The strategic position of any 
behavior group is defined in terms of how much it must give up 
its desires, for what period of time. The one that can stay 
“closest” to its desired behavior curve during the period of 
adjustment is the “ strongest.” 

From the framework just described, we can appreciate the 
major significance of the classical position. It is, in brief, that the 
behavior equations are so sensitive to price and interest changes 
that the market will automatically and quickly establish a position 
in which everyone’s desires are satisfied. That is, the market will 
make the desires of people consistent. Correspondingly, we can 
appreciate the nature of the Keynesian argument: its denial of 
the efficacy, and even existence, of these delicate balancing opera- 
tions; and its insistence that the end result of leaving the market 
to its automatic functioning must inevitably be the frustration 


of desires somewhere in the system. 
Don PaTINKIN 
Hebrew University, 
Jerusalem. 


1 This particular argument is developed in much greater detail in ‘‘ Price 
Flexibility,” § 12. 
2 Cf. above, § 9; ‘‘ Price Flexibility,” § 14. 








EQUAL PAY FOR EQUAL WORK 


1. THE Royal Commission on Equal Pay! was appointed 
between D Day and VE Day, and reported in October 1946 on 
a claim which was then blessed and shelved.2 It would be a 
pity if this led us to overlook a report which not only deals 
exhaustively with one of the battle-cries of the day but also 
illuminates a problem which is of interest to all economists. 
The economist is accustomed to reckon on forces of supply and 
demand which he believes to be pervasive and persistent, but 
he recognises also the presence of pressures, prejudices and 
conventions which deflect or dam the market forces. The 
problem is to know how much any given outcome will depend 
on the one or the other. Marshall emphasised the cumulative 
effect of custom on social structure, but held that ‘‘ the direct 
effects of custom in causing a thing to be sold for a price some- 
times a little higher and sometimes a little lower than it would 
otherwise fetch, are not really of very great importance, because 
any such divergence does not, as a rule, tend to perpetuate and 
increase itself; but, on the contrary, if it becomes considerable, 
it tends itself to call into action forces that counteract it.” ® 


1 Royal Commission on Equal Pay, 1944-46. Report. (Cmd. 6937 of 1946.) 
Minutes of Evidence 1-15 and Appendices I-XIX are separately published. 

2 The Chancellor of the Exchequer stated in the House of Commons on 
June 11, 1947: ‘‘ As a broad affirmation of general principle, the Government 
accept, as regards their own employees, the justice of the claim that there should 
be no difference in payment for the same work in respect of sex. But such 
acceptance leaves unsettled many difficult questions of interpretation. It also 
leaves open the very important practical question of when effect should be given 
to this principle, and over what range of cases. The Government are definitely 
of the opinion that this principle cannot be applied at the present time. In 
making proposals to Parliament for incurring additional expenditure and for 
extending the social services, the Government must be the judge of priorities.” 
(438 H.C. Deb. 5 s., p. 1069.) History repeats itself. The Atkin Committee 
on Women in Industry was appointed in September 1918 and reported in April 
1919 (Cmd. 135 and 167 of 1919). On May 19, 1920, the House of Commons 
adopted without a division a resolution in favour of equal pay in all branches 
of the Civil Service and under all local authorities. On June 17, 1920, the Prime 
Minister told the House that the Government did not intend to take action on 
the resolution, pending the setting up of Whitley Councils. ‘‘ The House has 
really to decide between these varied recommendations, which add consider- 
able sums of money to public expenditure for the various improvements which 
we all desire, but which we cannot afford.” (129 H.C. Deb. 5s., pp. 1539-80, and 
130 H.C. Deb. 5s., pp. 1443-4.) 

8 Principles, VI, iv, 1. 
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“ Now, as ever, the main body of movement depends on the deep 
silent strong stream of the tendencies of normal distribution 
and exchange; which ‘are not seen,’ but which control the 
course of those episodes which ‘are seen.’ For even in con- 
ciliation and arbitration, the central difficulty is te discover what 
is that normal level from which the decisions of the court must 
not depart far under penalty of destroying their own authority.” ! 
On the other hand is the view expressed by Mrs. Wootton to 
the Commission that “all wages . . . are to be explained more 
in terms of conventions than as the result of strictly economic 
factors.””? In this issue the relation between the wages of men 
and women provides a crux. It is also an instructive case of 
the economic relations between groups, which present such 
problems in ethnically diverse societies. 

2. The Report enables us to study these things with the help 
both of the nine economists * who, with Sir David Ross, wrote 
the arguments which make Appendix IX to the Minutes of 
Evidence a symposium in applied economics; and of all the facts 
and arguments gathered and discussed by a Commission which 
included Professor D. H. Robertson. 

3. The Commission was instructed to examine the existing 
relations between the pay of men and women, and to consider 
the probable consequences, social, economic and financial, of 
making equal pay the rule. This required it to raise many issues 
which lie beyond the usual beat of the economist, but in dealing 
with the practical claim this paper will confine itself to the main 
economic issues which it raises, and these seem to be three. First, 
we have to make clear what “equal pay for equal work ” can 
mean and does in practice mean. Given a definition, we can 
then raise the question of fact: what is the extent of unequal 
pay for equal work in Great Britain to-day? This leads to the 
question of principle: so far as unequal pay exists, why does 
it arise? From our answer to this question our judgment on 
the economic consequences of making equal pay the rule will 
follow by implication. 


I 
4. There seems to be a forthright meaning for ‘“ equal pay 
for equal work”: “‘the Trade Union Movement has always 


1 Principles, VI, viii, 10. 

? Appendix IX to Minutes of Evidence, 10, 2. 

? P. Sargant Florence, R. F. Harrod, Sir Hubert Henderson, J. R. Hicks, 
D. H. Macgregor, A. C. Pigou, Mrs. Joan Robinson, W. Hamilton Whyte, Mrs. 
Barbara Wootton. 
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taken the commonsense interpretation that it refers to ‘ the rate 
for the job.’,’1 This has a definite meaning as long as we are 
looking at one and the same job: if there is a recognised rate 
to be paid when this place is filled by a man, that same rate shall 
be paid when it is filled by a woman. But it seldom happens 
that the jobs which any two persons hold are quite the same in 
all respects, and “‘ equal work ” implies work not only in the same 
job but also in “ similar and comparable jobs.” 2 

5. The first issue then is, what jobs are sufficiently ‘ similar 
and comparable ” for the claim to apply to them? It is natural 
to suppose that only jobs of a similar description should be 
compared, yet in practice very different jobs are sometimes 
compared with one another, by reference either to labour grade 
or to job content. The labour grade may be defined by the 
level of ability and training which one must have to get the job; 
or be only, as it were, the heading of a list of jobs reckoned to be 
roughly equal to one another in their requirements, so that 
** Grade 2 labour,” for instance, is then the kind of labour that 
can take on a job in the Grade 2 list. In either case the rule is 
that two jobs, however different in description, can provide 
“equal work” if they will be assigned to labour of the same 
grade. This is one sense in which the claim for equal pay is 
made: “for each occupation or particular grade of work there 
should be established a common minimum rate of pay ” * without 
differences in the rate based on any differences there may be 
between the jobs done by men and by women within that occupa- 
tion or grade. But the difficulty is that these differences may 
be big. This difficulty is tackled by the second way of comparing 
jobs, which is to assess the content of each job according to some 
scale, which may be explicit and detailed, as in systems of point 
rating,* or rough and ready, but such in either case as an arbiter 
must find himself using when he decides the fair rate for one 
job by reference to the accepted rate for a job of another kind.5 

1 Questions and Answers by the Trades Union Congress on Equal Pay for 
Women (T.U.C. 1947), p. 5. 

2 Ibid. 

3 Memorandum of evidence submitted by the Trades Union Congress to the 
Royal Commission on Equal Pay, 1945, para. 151. (Appendix VI to Minutes 
of Evidence.) 

* A scheme for ‘‘ point rating applied to industry generally ’’ will be found in 
C. A. Lidbury, A National Wages Policy. 

5 **The margin allowed to shopmen and general butchers by the award as 
it now stands is 11/6 per week, which is not quite half that allowed to the fitter. 
Now, in my opinion, the general butcher is a tradesman equally useful, necessary, 


and indispensable in his sphere of industrial operations as a fitter in the iron 
industry. It is true that the butcher in cutting meat has not to work to the 
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The rule here is, that two jobs can provide “ equal work ” if on 
a job analysis they prove to contain the same aggregate of points 
awarded for skill and strength, responsibility, risk and dis- 
comfort, and the like. This second method will apply the claim 
less widely, in one way, than the first, because it will bring out 
the differences between jobs that men and women are doing 
within the same occupation or grade. But, in another way, 
it extends the claim much more widely, because it raises the 
possibility of fixing a fair rate for women in any job, even when 
that job is “ woman’s work ” alone, by comparison with men’s 
jobs of a different description; and so perhaps of adjusting 
women’s wages towards men’s generally. It may have been 
this that was in the minds of the Trades Union Congress when it 
submitted that “it cannot be argued even when there is a clear 
grading of operations as men’s and women’s work respectively 
that the differences in the work always justify the existing 
differences in remuneration.” } 

6. On these issues the Commission stated its doubt whether 
“ very diverse activities ’ can ever be rated against one another. 
“ We take it that, in the context of our enquiry, equality signifies 
at least some degree of similarity between employments: but 
we are unable to discover any general principle in the light of 
which to decide what degree of similarity is required in order 
that the work done in two employments may be described either 
as being unequal or as being equal. For instance the teaching 
of infants and the teaching of grown boys are in some respects 
similar and in other respects dissimilar employments. . . . In 
determining, therefore, the range of our discussion we have had 
to follow the guidance of common sense as best we can.”’ 2 

The upshot is, in terms of the argument above, that the 
Commission took the claim for equal pay to cover potentially 
any two jobs of the same grade within the same industry; but 
with some doubt how far jobs of different description, even 





same exactitude and precision as the fitter, but he has to understand the anatomy 
of oxen, hogs, and sheep, and be able to cut to the requirements of the retail 
trade with a certain amount of care and skill so as to avoid waste to the employer, 
and do justice to the employer’s customer. . . . Therefore, I do not think that 
up to the present the shopmen and general butchers’ claims and qualifications 
have been properly recognized. I do not think that they were properly recognized 
in the increased margin of 1/6 per week which I gave in the last award. I think 
they are entitled to an increase in the margin for skill, which I propose to fix 
at 2/6 per week.” (Award of the Deputy President of the Australian Common- 
wealth Arbitration Court, 1925. Commonwealth Arbitration Reports, Vol. 22, 
pp. 803-4.) 

1 Op. cit., para. 152. 2 Report, para. 14. 

No. 235—voL. LIx. DD 
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within one industry, can be assigned to common grades; and 
with no expectation that comparisons can be made across the 
frontiers between industries. 

7. So far we have been asking, How alike must two jobs be 
to provide “equal work”? But two jobs can provide “ equal 
work,”’ without the workers in them having equal outputs per 
hour. Surely the ‘‘ equal work ” for which equal pay is claimed 
must be work not only of the same kind but of the same amount ? 
When “the rate for the job” is a time-rate, the claim implies 
that differences in output are inconsiderable, or at least not 
greater between man and woman than between man and man. 
Even when “the rate for the job ” is a piece-rate, though earnings 
per hour will now vary with output, the slower worker is still 
worth less because he raises oncost per unit of output. Two 
workers, again, may get the same output, but only if one is given 
adjuncts that the other does not need. 

8. It may also be urged that the nexus between concern 
and worker is not restricted to the payment of so much money 
for a parcel of work defined by kind and amount, but is an 
association in which the worker’s worth to the concern in any 
week depends in part on his worth to it in the long run. The 
Commission distinguished ‘‘ between the value of the services 
rendered in relation to a given ‘ unit’ of work, whether the unit 
be a job or a time, and the overall value of the employee’s services 
over the whole period during which he or she remains in employ- 
ment.” A worker will not always be needed to work at the 
same job, and of two workers who are of the same net value in 
a given job, the one who can more readily turn his hand to 
another one (be it only an occasional heavy lift) is likely to be 
worth more to the concern in the long run. If the law limits the 
overtime that one group of workers can do, or forbids their 
working a night shift, that also reduces their overall value. Two 
types of worker, again, may be of equal value at the bench, 
but give rise to unequal costs of administration : one may make 
less claim on personnel management, need fewer amenities, be 
absent less or keep time better, or be less temperamental and more 
adaptable. Where workers take some time to train, the worker 
who is likely to stay on for some time after training is more 

1 ** We thought it would need three women for the output of two men, but, 
by the help of our production engineers, new devices and labour aids in one way 
and another, I am glad to say that the output is almost equal one for one.” 
(Minister of Labour, on war-time experience, at Norwich, Feb. 4, 1945. Quoted 


in T.U.C. Memorandum of Evidence, para. 22.) 
2 Report, para. 10. 
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worth having than the worker who is likely to leave soon. By 
the same token, firms usually look to lower grades to supply 
experienced workers for promotion, and this gives another reason 
for setting more value on the worker who is more likely to stay 
on. In general, a worker who expects to spend his life in the 
trade is more likely to be keen and willing to learn than one who 
hopes to leave it before long. 

9. In effect, then, there are four tests of what is the “ equal 
work ” for which an equal money payment is due. Two workers 
may be held to have done “equal work ”’ when, working in similar 
jobs, they have 


‘ 


(a) worked for equal times ; 

(b) turned out equal gross products ; 

(c) turned out equal net products, after allowance for 
adjunct-costs and oncost differentials ; 

(d) satisfied one of the above conditions and are fully 
interchangeable as parties to a long-period association 
between worker and concern. 


The Commission found that in practice the claim for equal pay 
comes down to “ the rate for the job,’’ and we can now see that 
this means accepting test (a) or test (b), according as the rate 
happens to be a time-rate or a piece-rate, and rejecting all 
differences that are based on test (b) when it is test (a) that is 
used, and on tests (c) and (d) when either (a) or (6) is used. Such 
differences are rejected either because the base is held not to 
exist, or because, though some base does exist, it is held to 
constitute no just ground for differentiation.? 


II 
10. In its factual survey the Commission kept a look-out 
for any “‘ overlap area ”’—“‘ a range of jobs on which men and 


women appear to be working together interchangeably.” * 
Interchangeability here, I think, does not go as far as test (d), 
but only requires that each sex can be and somewhere is put on 


' This interpretation differs from that of the Atkin Committee, which held 
that the claim could only be for ‘‘ pay in proportion to efficient output.” Another 
interpretation, noted by Mrs. Webb in her Minority Report of the Atkin Committee 
(II, 9) is ‘‘ equal pay for equal efforts and sacrifices,’ which she took to mean 
“the National Minimum, and the Occupational or Standard Rate upon a time- 
work basis.’ The same interpretation of the claim, but with a different applica- 
tion, is noticed by Edgeworth (‘‘ Equal Pay to Men and Women for Equal 
Work,” Economic JouRNAL, XXXII, December 1922). 
® Report, para. 10. 
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to any of the jobs in the range. The Commission found a good 
many overlap areas, but these often turned out to be smaller 
than appeared at first sight: in the Post Office, for instance, 
women telephonists do only the day work, men only the night; 
in school teaching, ‘‘ the sex of the pupils may make no difference 
to the demands made on the teachers’ time and ability but it 
does in practice impose a restriction on the extent to which men 
and women can be interchanged.” ! The field divides into four 
sections. Since an overlap area is the more likely to appear, 
the more the work depends on brain not brawn? it is the section 
of public service which provides the clearest if not the largest 
instances of overlap: especially the Civil Service, in which the 
Commission found “the conditions relevant to the application 
of equal pay in a highly simplified form. Such conditions include 
exact gradation of jobs, perfect interchangeability of men and 
women employees within each common grade, and, again within 
each common grade, presumptively equal efficiency of the two 
sexes, at least during the period when each is actively at work.” ® 
In this section there also fall the overlap areas in teaching and 
nursing; that in nursing is potentially much the biggest, though 
to establish an overlap outside mental hospitals there is only 
one man to each twenty-five women. In the second section, 
manual work in manufacturing, demarcation is the rule: ‘ there 
seems to be no doubt that over the larger part of the field of 
manufacturing industry the jobs being done by men and women 
were different and were recognised to be different, even though 
they might sometimes be called by the same name.” * But one 
big overlap area is found in the weaving of cotton, with a smaller 
area in the weaving of woollens. In engineering, “all we can 
say with certainty is that there is a definite overlap area . . . at 
the size of which we cannot make even a guess.”5 The only 
other areas worth separate mention are in clothing, french 
polishing and silk. The third section, that of manual work in 
distribution, is made up mostly of shop assistants, among whom 
there is “a substantial potential field of identical work,” but 
“the extent to which overlap areas actually exist . . . is likely 


1 Report, para. 84. 

2 ** Intelligence is the most obvious measurable characteristic. There are 
no significant differences between men and women on scores obtained with the 
Army Alpha, Otis self-administering, and similar tests. When special abilities 
required for some forms of intellectual exercise are examined, women are superior 
in verbal tests, and men in arithmetical : the differences, however, are not large.” 
(Memorandum by Dr. Aubrey Lewis, Appendix X to Minutes of Evidence, 5, 5.) 
3 Report, para. 75. * ibid., para. 142. 5 ibid., para. 173. 
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to vary much between one retail trade and another.” 1 In the 
last section, non-manual work in private industry and commerce, 
it is among the million “ other clerks” of the Census that overlap 
areas appear, mainly in those big concerns which have standard 
grades and scales of salary for their office staff. The Commission 
attempted no estimate of the number of women in all the overlap 
areas together, that is, of the total on whom “ equal pay ” would 
take its first effect, but to have at least an order of magnitude 
for the upper limit, I think we can say that in 1939 the number 
could not have been more than 300,000 in each of the four sections, 
and in the last three it may have been much less. This may be 
compared with the total of over 6-2 million women recorded as 
occupied by the Census of 1931. 

11. In some of the overlap areas, ‘‘ equal pay” is the rule 
now. Equal time-rates are found where men and women of the 
fee-charging professions are engaged at salaries, but are rare 
among wage-earners, where it is piece-rates that provide the 
common rate that rules for men and women in weaving and 
beam warping? in cotton and (partially) in wool; and, less 
extensively, in clothing and hosiery. But it is ‘‘ unequal pay ” 
that predominates. Unequal piece-rates appear in various 
forms: under a nominally uniform list, through the custom of 
keeping the better-paying jobs for the men; through the women 
having a separate price-list, or working at a fixed percentage 
below the standard price-list, as an offset to the higher incidental 
expenses said to go with women’s work; and, most important, 
in clothing and engineering, through piece-rates being set in 
accordance with unequal time-rates. Here the understanding 
is that a piece-rate shall be set so as in practice to yield the 
representative worker not less than an agreed rate of earning per 
hour. That hourly rate is lower for women: if their rate of 
output were lower in the same proportion, then the same piece- 
rate as the men’s would give them no more than their hourly 
rate; but, in fact, their rate of output often runs higher than 
this, and their piece-rates are correspondingly lower.? But most 
often ‘‘ unequal pay ”’ in the overlap areas comes through unequal 


1 Report, para. 232. 

2? Among the cotton beamers, twisters and drawers in, ‘‘ both men and women 
are paid the same rate, but the women pay the men a certain sum each week 
in order to lift for them.’’ (Evidence of Women’s Industrial Council and Fabian 
Women’s Group before the Atkin Committee, quoted in note to p. 280 of Minority 
Report; Cmd. 135 of 1919.) 

8 Report, para. 152; ses paras. 174 and 175 for engineering, 213 for machine 
brushes, 189(6) and 227(d) for clothing. 
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time-rates. In manual work it is so in french polishing and 
(partially) in wool-combing and clothing. In clerical and 
administrative work and in retailing it holds almost universally. 
To sum up, then, we may say that “equal pay ”’ is rarer than 
unequal, and where it does appear, it takes the form mostly of 
a common piece-rate list, the great example being weaving. 
“Unequal pay” predominates, and for manual workers in 
industry it sometimes takes the form of unequal piece-rates, 
but most of the women concerned are ‘“ black-coated ’’ workers 
or shop assistants, and these get a lower time-rate than the men 
beside them. 

12. The biggest gap between men’s and women’s rates in 
the overlap areas appeared before the war in engineering, where 
the minimum time-rate for a woman was little more than half 
that for a man, but by 1946 it had risen to over two-thirds. 
For the other overlap areas in manual work in industry, and for 
shop assistants, the women’s rates lie around two-thirds those 
of the men. In most clerical employments, they lie between 
70 and 80%, and 80% is a representative figure in government 
service and teaching, though there are many differences of detail. 
In general, the higher the pay, the smaller the gap. 


Ill 


13. One explanation of lower time-rates for women would be 
that their rates of output were lower. There is a good deal of 
evidence that this is so in work which calls for bodily exertion. 
A study of women on the land suggests that in most farm tasks 
their output is from 70 to 90% of men’s.1 Samples taken by 
the Commission of women working at the same piece-rates as 
men showed their earnings as from 65 to 84% of the men’s in 
weaving woollens, and about 72% in making raincoats. The 
most extensive figures of this kind come from cotton weaving, 
where in 1937 the average earnings of women were 88% of the 
men’s.2, (In these comparisons some allowance may be due for 
the practice of keeping the better-paying jobs for men.) The 
Atkin Committee found in 1919 that ‘‘ according to employers’ 
statements, at the present time there is, if anything, an advantage 
in employing women rather than men in cotton-weaving where 
they get the same piece-rates; in the rather heavier woollen 

1 ** Work Output Capacity of Women employed in Agriculture,” by J. H. 
Smith, in Welsh Studies in Agricultural Economics, University College, 


Aberystwyth. 
2 E. M. Gray, The Weaver’s Wage. (Manchester University Press.) 
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weaving, where their piece-rates are 10% less than the men’s, 
it is a matter of indifference to the employers whether men or 
women are at the looms; while in engineering, they say that 
payment to the women of more than two-thirds of the men’s 
wages would lead them at once to prefer boys or men.” 1 To the 
extent that dexterity enters in, the women’s output draws up 
to or surpasses the men’s; as it does also in light repetitive work 
of a monotonous kind. 

14. When we go on from the overlap areas in which each 
worker’s output can be measured to those in which his net con- 
tribution is a matter of judgment, we are bound to meet prejudice 
as well as experience in the assessments. We also cannot in 
practice separate the assessment of net output (as in our test 
(c)) from allowances made for differences in overall value (which 
enter into our test (d)). But here the evidence leaves a clear 
impression that, whatever the net effect of other factors, those 
noted in para. 8 above as entering into overall value do operate 
on balance throughout the field of employment to reduce the 
value of women’s work relatively to that of men’s. Especially is a 
woman bound to suffer because, whatever the course of her own 
working life, she is of a type of labour that has a high rate of turn- 
over.2. Yet it is true that, even if this disadvantage is admitted, 
it may be insufficient to account for the actual differences in pay, 
part of which can still be put down to prejudice or convention. 

15. There is good reason, too, to believe that women’s labour 
is sometimes sold for less than it would fetch. Women are 
usually not so well organised for bargaining as men. Organisa- 
tion apart, they are not for the most part likely to hold out for 
so big a wage: they do not most of them have to keep in mind 
what is needed to support a family; the terms they take are, 
for most of them, terms for an interim only, not for their life’s 
work; many come from homes in which the essentials are already 
provided, and their earnings are helpful rather than vital.® 
Their supply price may therefore be too low, except in war, to 
give an upward jerk to the low valuation that male interests 
and tradition put upon their work. How much shall be paid, 


1 Para. 116, Cmd. 135 of 1919. 

2 For a criticism of this view, see P. Sargant Florence, ‘‘ A Statistical Con- 
tribution to the Theory of Women’s Wages ”’ (Economic JouRNAL XLI, March 
1931). 

3 **Many mining districts in which men can earn large wages show a low 
wage level for women, while in such a district as Hebden Bridge, where, as the 
phrase goes, it pays a man better to have daughters than sons, the opposite 
condition prevails.’ J.J. Mallon on ‘‘ Women’s Wages in the Wage Census of 
1906,” in B. L. Hutchins : Women in Modern Industry, pp. 231-2. 
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out of a given total, to one group of the workers is indeterminate 
when that group does not have a firm supply price, and the rate 
it is reasonable to set for women in one trade is likely to be 
calculable only by reference to general practice elsewhere; but 
if everyone does that, “ fair relativity ” is just circular. “Civil 
Service pay is determined primarily in relation to the wage 
levels in broadly comparable occupations in outside employ- 
ment.” 1 In 1942 the railway companies “stated that even 
where women were performing duties similar in character and 
value to those of men they were justified in paying them less, 
having regard to the fact that the ratio of the women’s maximum 
scale rates to those of the men is approximately 80 per cent, 
which is the ratio observed in comparable civil service grades.” 2 
““My own ideas,” wrote Professor Macgregor,? ‘are derived 
from service on a number of Trade Boards. I think that there 
still remain conventional attitudes towards rates of pay which 
are women’s rates; and that they derive from social attitudes. 
I agree with the author (Miss Sells) of the best known study of 
the Boards that they did not test this matter out, but assumed 
a difference in the rates.” There may be another circularity, 
in that what costs little may be thought worth little. “If 
women’s rates are assumed lower than men’s by a significant 
margin,” Professor Macgregor added, ‘‘ the women are put on 
the processes which are ill-paid as a market fact.”’ 

16. Here, then, are two main trains of evidence and argument, 
one showing that women’s work tends to be at a discount to 
men’s in the market because it is worth less to the employer, 
the other that it tends to sell at less than it is worth. Both can 
be right : it may be the case both that some discount is appro- 
priate and that actual discounts are greater than that.. But 
it may well be claimed that the very existence of overlap areas 
rules out the second possibility; the fact that firms do not fill 
these areas wholly with women shows that women do not actually 
offer a better bargain than men—in these areas, at least, rates 
must be proportional to productivities. The argument is strong, 
but not conclusive, for even within a true overlap area there 
may be resistances to the substitution of women for men beyond 
a certain line. That line may lie in the nature of the work: 

1 Second Memorandum of Evidence submitted by H. M. Treasury (Appendix 
II to Minutes of Evidence, para. 8). 

2 Memorandum of Evidence submitted by the T.U.C. (Appendix VI to 
Minutes of Evidence, para. 116). 


3 Memorandum submitted to the Royal Commission on Equal Pay (Appendix 
IX to Minutes of Evidence, 5, 6). 
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“the introduction of women into the factory or workshop hereto- 
fore employing men only was felt to result in a differentiation 
of the work in such a way as to throw upon the men all the 
specially onerous, specially unhealthy, or specially disagreeable 
tasks. Where there is night work the men have to do it all.” ? 
Or an arbitrary line may be drawn by the men to safeguard 
their own jobs: “no female shall be allowed to use nails longer 
than 1} inches”’;* an agreement of 1938 in the clothing trade 
specified trimming and fitting-up “as jobs on which women 
were and would continue to be employed,” but ‘“ expressly 
provided that neither would men so employed be replaced by 
women nor would the employment of women on these operations 
be extended on any scale.” * The employer, again, may feel 
the need for a “‘ balanced team,” or share the men’s feeling that 
it would be wrong to extend the employment of women beyond 
whatever proportion custom has sanctioned. There are thus 
some reasons to qualify the contention that the existence of 
overlap areas rules out the possibility of the women’s rate being 
less than proportional to their contribution. But unless the 
whole notion of an overlap area is illusory, a rate much below 
its due proportion surely must take effect, be it only spasmodically, 
to raise the ratio of women to men employed. 

17. It will also be pointed out, however, and with the 
authority of the Commission, that in the public service the 
difference in pay persists although men and women here are 
doing the same job and “ at least during the period when each 
is actively at work ”’ doing it equally well. This case has some 
special features : entry is by examination, or by special training, 
so that the proportion of women taken on is not (save to some 
extent in teaching) decided by the employer; the system has 
no exact counterpart to the private employer’s incentive to take 
the best bargain in the labour market; the proportion of women 
can vary widely, but there is an underlying requirement of “a 
balanced team,”’ which calls for a certain minimum of each sex. 
In these conditions the pay of each sex is indeterminate above 
the limit set by the price just high enough to call forth the 
required minimum of that sex. Actually, for the taxpayer’s 
sake, the pay is kept down to what is judged to be the supply 

1 Mrs. Webb, Minority Report of Atkin Committee (Cmd. 135 of 1919, p. 266). 

* Agreement between the packing-case makers and the National Union of 
Packing Case Makers and the Amalgamated Society of Woodcutting Machinists, 
1942. (Memorandum of Evidence submitted by the T.U.C. Appendix VII 


to Minutes of Evidence, para. 91.) 


3 Report, para. 177. * tbid., para. 75. 

















396 THE ECONOMIC JOURNAL [SEPT. 


price: as a Departmental Committee of 1918 1 put it for teach- 
ing, ‘‘ the scale of salary offered must be good enough to attract 
a sufficient number of recruits sufficient for the work to be done, 
to retain them while other careers are still open, and to secure 
service of the desired quality from those who adopt teaching 
as their life work.’”’ Now, in fact, it is found that the women’s 
supply price is lower than that of the men: “ the existing rates 
for women civil servants are certainly adequate . . . to attract 
women of the appropriate quality and in the numbers required, 
and to retain their services.” * Similarly, it has been found that 
the supply price of other professors is lower than that of professors 
of medicine; and a growing demand for scientists in industry 
may make it necessary to pay science teachers more than their 
colleagues: the supply-price principle in the public service 
does not lead solely to differences between men and women. 
Nor is there any implication that the supply prices of different 
members of a composite service are indexes of their contributions 
within the service, or the respect due to their qualities generally. 
Women, said Edgeworth, “‘ might, indeed, be more diligent and 
in most branches of education better teachers than men. A steel 
knife is a more useful implement for general purposes than a 
silver blade. But if silver is required to preserve the flavour of 
dessert, the epicure must pay for the metal which has the greater 
value in exchange.” * The claim for ‘‘ equal pay” in the public 
service may be based on various principles, but hardly on the 
principle that each member shall be paid no less than any colleague 
whose supply price is higher. 

18. There remains one more argument concerning the con- 
nection between differences in efficiency and differences in 
pay. In a given grade of labour, it is pointed out, there are 
differences of efficiency not only between men and women but 
also between men and men, and even though the average 
efficiency of the women is lower, there are likely to be a good 
many women who are more efficient than some men: so “ it 
may well be that differentiation of rates according to sex intro- 
duces scarcely less ‘ false standardisation ’ into the wage system 
than would be introduced by a single scale of rates for all workers.” 4 


“ec 


1 Quoted in Report, para. 86. 

2 Second Memorandum of Evidence submitted by H.M. Treasury (Appendix 
II to Minutes of Evidence, para. 15). 

3 F. Y. Edgeworth, ‘‘ Equal Pay to Men and Women for Equal Work” 
(Economic JOURNAL, XXXII, December 1922). 

* Memorandum of Dissent, by Dame Anne Loughlin, Dr. Janet Vaughan 
and Miss L. F. Nettlefold, para. 10. (Report, p. 190.) 
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This argument is right in pointing out that if the workers of a 
given grade are to be divided into two groups, each group being 
paid its own standard rate throughout, then the grouping which 
will give the best aggregate fit of pay to efficiency will probably 
show both men and women in each group, and grouping by sex 
will give a worse fit. But this does not prove that, where grouping 
by sex is the practice, paying the women’s group the men’s rate 
or both groups an intermediate rate would not worsen the fit. 

19. On the main issues here the conclusions reached by the 
majority of the Commission seem to me to be right. ‘‘ We 
think there is a strong underlying tendency,” ! they say, “‘ towards 
the overlap areas being established at points at which the relative 
efficiency of men and women, account being taken of all the 
factors which we have enumerated, is roughly proportionate 
to their relative weekly wage-rates as determined by the general 
forces of demand and supply.” “This tendency is, however, 
in our view qualified and thwarted by certain forces ” (namely, 
conventional factors) “...so that in certain overlap areas 
the gap in time-rates, whether those rates are actually paid or 
are used as a basis for the calculation of piece-rates, is probably 
greater than the gap in efficiency.”” That in industry, at least, 
some difference in overall value does underlie the difference in 
pay is after all borne out by the general agreement that if equal 
‘time-rates were enforced men would supplant women. “ There 
was complete unanimity on the part of the employers in every 
department of industry proper,” said the Atkin Committee,” 
“that it would drive women out, and the opinion of the general 
Unions was that it would have this effect on trades unsuited 
to women. The skilled men’s Unions were now, as, according 
to the evidence before the Fair Wages Committee, they had been 
in 1908, of opinion that the policy would involve exclusion and 
it was frankly admitted by some of them that this was what was 
desired.” That the difference between men’s and women’s 
rates is greater the less skilled the occupation also agrees with 
the belief that ‘‘the general forces of demand and supply”’ do 
take effect. There is so much evidence, however, for the presence 
of factors that would make women’s work sell for less than it is 
worth, that it seems no less likely that women’s rates are 
frequently depressed by a margin which is greater than the 
difference in efficiency justifies, and which the forces of demand 
and supply may limit but do not wipe out. The remedy for 
these too-low rates lies in collective bargaining and in the policy 


1 Report, para. 357. 2 Cmd. 135 of 1919, para. 213. 

















398 THE ECONOMIC JOURNAL (SEPT. 1949 


of Wages Councils, rather than in a slogan which would fix rates 
too high. 

20. The discussion here has been concerned only with the 
difference of men’s and women’s rates within those overlap areas 
in which “equal pay” would take its first effect, and has not 
raised the wider questions either of the social function (as distinct 
from the origin) of higher rates for men, or of the social attitudes 
which affect the market for women’s labour of all kinds, and so 
help to determine the position of the overlap areas. Among 
these attitudes one of the most important is the resistance of 
men to the extension of women’s employment; there is much 
evidence for this.1_ Chapter VIII of the Report, which examines 
the overlap areas in their setting of the market for women’s 
labour generally, deserves to become known as a classic con- 


tribution to the study of wages. 
EK. H. PHetps Brown 
The London School of Economics. 


1 The Atkin Committee (Cmd. 135 of 1919) cite a written agreement in the 
boot trade for “‘ gradual cessation of the employment of female amongst male 
operatives in the clicking, press, lasting and finishing departments.” In print- 
ing, ‘‘ exclusion from the trade was ensured by the London Society of Compositors 
by allowing their admission upon the same conditions as journeymen to be paid 
strictly the same rate’’ (para. 36). See also the passage quoted in para. 19 
above. A number of instances are cited in ‘“‘ A Study of the Factors which have 
Operated in the Past and those which are Operating now to determine the dis- 
tribution of Women in Industry ” (Cmd. 3508 of 1930): e.g. ‘‘It is estimated * 
that in 1910 there were about 1,100 women compositors in Edinburgh alone, 
but now as a result of the Unions’ opposition there are said to be only about 
200 in the whole of Scotland ”’ (p. 26). In their memorandum to the Commission 
of 1945 the T.U.C. said: ‘‘ The trade unions have been compelled not only to 
uphold, but to promote, a clear demarcation between men’s and women’s work— 
where such demarcation was possible—in order to protect the men’s and thus 
indirectly the women’s rates of pay. Admittedly there is something like a vicious 
circle involved in this situation, since the limited opportunities for industrial 
employment that were available to women has tended to crowd them into certain 
occupations and to keep down the rates of wages paid in these occupations.” 
(Appendix VII to Minutes of Evidence, para. 17.) Mr. Pheazey, of Standard 
Telephone and Cables Ltd. and the Engineering and Allied Employers’ National 
Federation, giving evidence before the Commission, said: ‘“‘I can assure you 
that it would be very easy for you to take the pre-war years when we had 
recognized women’s jobs and recognized men’s jobs, and for you to confirm 
that such men’s and women’s jobs, were regarded as such on the factory floor 
itself by the people who were actually involved. The people on the factory 
floor assess these things in their own way, and any effort that might have been 
made to dispose of a man and to put a woman on his job in order to save money 

. would be instantly taken up by the workpeople themselves through their 
trade unions. It was just not possible for such a thing to happen, and it did not 
happen.” (Minutes of Evidence, 12, Q. 2860.) Some agreements restricting 
the employment of women are named in a note to para. 360 of the Report. 
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Voluntary Action: A Report on Methods of Social Advance. By 
Lorp Brveriper. (London: Allen & Unwin, 1948. Pp. 
420. 16s.) 


Voluntary Action is essentially a sequel to the Beveridge 
Report, designed as an attempt to work out the appropriate place 
for voluntary bodies of various types in a society which has 
developed an extensive network of public social-security services. 
Lord Beveridge’s thesis is that the extension of State activities in 
the social-service field still leaves a very wide field open to volun- 
tary action, partly independent, partly pioneering, and partly 
collaborative with the services carried on under public auspices. 
If these tasks are to be well performed, there is clearly need for a 
fundamental reconsideration of the structure and attitude of the 
organisations through which they are to be implemented. 

As Lord Beveridge points out, the entire environment of volun- 
tary action has been changed, not only by the growth of the social 
security services but even more by a fundamental alteration of 
the whole social environment. The social-service State is itself 
a product of a new social attitude which rests on much more 
democratic foundations than were possible for most of the volun- 
tary services which grew up during the eighteenth and nineteenth 
centuries. Essentially, the shift is from philanthropy directed 
from above in aid of the classes thought of as socially inferior to 
forms of democratic mutual aid and organisation of the community 
spirit. This change is typified in the growth of the National 
Council of Social Service as the main co-ordinating body, as well 
as in the transformation of the Charity Organisation Society into 
the Family Welfare Association. Of course, mutual-aid services 
are nothing new. They existed on a large scale throughout the 
nineteenth century, side by side with the philanthropic bodies 
through which the well-to-do set out to relieve the needs of the 
poor. 

Lord Beveridge devotes much attention to a study of one type 
of mutual-aid organisation—the Friendly Society—and therein 
performs a very useful service, for almost nothing has been written 
about the Friendly Societies since Mr. Frome Wilkinson’s two 
books which appeared more than half a century ago. Since then 
there has been a great change in Friendly Society activities, in- 














400 THE ECONOMIC JOURNAL [SEPT. 


cluding not only a clearer distinction between the centralised 
collecting Society and the “Order with Branches,” but also a 
widespread decline in the sociable and non-contractual aspects of 
Friendly Society work. The Friendly Societies, including the 
Orders, despite their large membership, have ceased to count as a 
social force to anything like the extent to which they used to 
count in the Victorian era, and this has happened, not only be- 
cause the State has so greatly extended its activities, but also 
because the strata of population to which the Friendly Society 
appeals as an agency of mutual help have come to be much more 
fully equipped with opportunities for social and political activity 
than they used to be in the heyday of the Oddfellows and the other 
great Friendly Orders. 

Lord Beveridge’s up-to-date analysis and classification of 
Friendly Society work is of high value. It is a pity that he has 
devoted very much less attention to other forms of mutual aid. 
He gives good reasons for dealing very briefly with the Consumers’ 
Co-operative Societies, and hardly at all with the Trade Unions, 
both of which have been adequately surveyed by others; but he 
might well have given some space to some of the auxiliary bodies, 
such as the Women’s Co-operative Guilds, which have performed a 
highly important part in bringing working-class women forward 
into active citizenship. He might also have said more than he 
has found room to say about the more recent development of 
various types of community association besides the Citizens’ 
Advice Bureaux, with which he does adequately deal. As against 
this, he gives considerable space to charitable trusts and specialised 
philanthropic agencies; and he has much that is amusing (based 
mainly on Hobhouse’s 7'he Dead Hand) to say about the operations 
of the law affecting trusts that have become manifestly obsolete, 
or were from the beginning foolish or even anti-social. 

With all its merits, the book cannot be described as a good one. 
It contains much useful information and wise comment—and a 
great deal of supplementary information is promised in a second 
volume of documents and appendices that is still to come. But, 
with all its wealth of information and suggestions, it is badly put 
together and out of balance. It seems almost as if Lord Beveridge, 
having set a team of helpers to work and done a good deal of think- 
ing himself, had got tired of his task before he had achieved a 
satisfactory arrangement of his material. This applies especially 
to his interesting, but scrappy, chapter dealing with a number of 
pioneers in the field of voluntary social service. The work of 
these pioneers has been so much overlooked by social historians 
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that even what is given us here is very welcome, but his selection 
of names for inclusion is highly arbitrary (why, for example, is 
Margaret Llewelyn Davies left out?), and the data given are 
tantalisingly incomplete. 
G. D. H. Cote 
All Souls’ College, 
Oxford. 


Statistics for Economists. By R. G. D. ALLEN. (London: 
Hutchinson’s University Library, 1949. Pp. vii + 216. 
7s. 6d.) 


ProFEssoR ALLEN has largely succeeded in his objective of 
“providing an introduction to statistical methods in their 
application to economic material,” and many readers of the 
Economic JOURNAL will be very grateful to him in consequence— 
whether it be themselves or their pupils that they want to instruct. 

That sentence really sums up the merits of the book, and 
renders further elaboration almost unnecessary. Professor Allen 
takes the reader through the elementary statistical ‘“ drill ”’— 
graphs, averages, index-numbers, correlation, seasonal variations, 
sampling, etc.—in a way which should not unduly tax the powers 
of any serious reader, even if he has no previous knowledge of 
the subject, or of any mathematics which cannot fairly be called 
“elementary.” There are plenty of worked examples to illustrate 
the methods, and all the necessary steps are shown. 

Having paid tribute to its great merits, I may perhaps be 
forgiven for devoting the rest of this review to suggestions for 
improvements, for possible incorporation in the later editions 
which are certain to be required. 

Much the least satisfactory chapter is the first, which is 
described as dealing with the collection, definition and tabulation 
of data. There is a lot of useful material in it, but its general 
plan seems essentially misconceived, and not very well executed 
at that; and in the result some important points which ought to 
be made are virtually neglected. 

The chapter is on the face of it mainly designed to give the 
reader a few instructions on how to carry out a census or 
other statistical investigation himself. As the first sentence in 
Chapter II recognises, however, this is not what the ordinary 
reader wants to do, and it seems more reasonable to suppose 
that these very incomplete notes on the subject are intended 
to give him some idea of what lies behind the statistics he uses. 
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This is a praiseworthy objective, though hardly perhaps important 
enough to justify its place at the start of the book, but it calls 
for a quite different treatment. Above all, the reader should be 
told that many of our figures are the by-product of administrative 
processes (assessment of taxes, provision of social services, etc.) 
which are primarily concerned with seeing that each individual 
in the specified classes gets or pays the prescribed amounts, 
and not with yielding statistics which conform to logical definitions 
from the economist’s viewpoint, or which cover the whole of 
his field; a description of the collection of data which tacitly 
implies that the main object of the process is always to provide 
meaningful aggregates can only be misleading. 

A more serious deficiency arising out of Chapter I is the 
inadequate instruction given to the reader as to how he should 
draw up tables. Professor Allen makes a lot of good points 
which are applicable to all kinds of tables—about clear headings 
and the like—but his treatment is still focused on the question 
of publishing the results of an original enquiry. The reader’s 
problems are likely to be quite different : he is probably concerned 
with drawing up a “ text table ” to throw light on one particular 
aspect of a problem, and need not worry if it omits information 
which is interesting or useful for some other purpose—indeed 
it is his job to avoid obscuring the issue by including such details, 
whereas the publisher of original results frequently has to produce 
a “reference table ” which will give the maximum information 
with the minimum of printing. 

It is perfectly true, as Professor Allen points out, that skill 
in the framing of tables is only acquired by experience. Never- 
theless, there are some general rules which are of great importance : 
** Decide what the object of your table really is, and lay it out 
accordingly ”; ‘‘ put things which are to be compared in adjacent 
rows or columns”; “in general, arrange the table to make it 
easy for the reader to draw the conclusions, not so as to make it 
easy for you to write the headings or fill in the figures.” These 
and other maxims all appear obvious, but they are only too 
often disregarded, and should have been firmly stated, with 
several examples of the ‘‘ wrong way—right way ”’ kind. 

This brings me to a rather more far-reaching suggestion. 
The book as it stands may be regarded as a series of accounts of 
how to do the exercises which make up the basic statistical 
“drill.” There is little attempt to show the novice how he 
applies his drill in real life, or how he can “ interpret ”’ statistics. 
This really is an art which can be learnt only by experience, 
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but it would have been helpful to have a brief chapter on the 
subject, illustrated by plenty of examples of right and wrong 
interpretations; the illustrations could mostly be provided by 
enlarging the brief paragraph on “ conclusions ’’ which accom- 
panies many of the appendix tables. Apart from this, however, 
there are a number of places where Professor Allen seems to 
have shrunk unnecessarily from applying the rules of his drill- 
book : thus on page 61 we are told that a graph on a ratio scale 
is appropriate if we wish to show proportional changes in the 
variable and not absolute ones, but are not given a single example 
of the cases where proportional changes are the relevant ones, 
nor any general guidance in deciding a point which is usually 
far from obvious. 

Finally, two of the inevitable minor criticisms. On page 91 
a movement from 86 to 142 in an index is said to be a rise of 
56%. The argument on pp. 106-8 would be more convincing 
if the illustrative figures gave exactly the same answer when 
we are considering two ways of calculating the same thing, and 
different answers when the concepts are different; doubtless 
the reader ought to accept the explanation that rounding-off 
and chance are responsible for the results coming out the other 
way round, but it seems unnecessary to tax his faith. 

May Iend asI began? This is a book which will be extremely 
valuable to both teachers and students of statistics. That con- 
clusion is so clear that it seemed right to devote the bulk of this 
review to suggesting ways in which Professor Allen could put us 
yet further in his debt. The ratio of criticism to praise must on 
no account be assessed by the number of words falling in each 
category. 

W. B. Reppaway 
Clare College, 
Cambridge. 


The Industrial Revolution 1760-1830. By T. 8S. Asnrton. 
(London: Oxford University Press, 1948. Pp. vi + 167. 
58.) 


In this slim volume Professor Ashton presents an exceptional 
addition to the Home University series. It can be placed at 
once on the short list of books given to the intending student in 
this field. Its qualifications for that honour are clear enough. 
The style is so fluent that, once having started, it is hard not to 


finish it in an evening. Yet it is in no sense superficial. Long 
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and careful scholarship are obvious in every chapter and re- 
reading only intensifies the respect we must feel for an author 
who can undertake a formidable task of compression with such 
clarity, arguing a consistent thesis the whole time, and presenting 
the major controversies nakedly for the general reader. 

The main theme is simple enough. In his six short chapters 
Professor Ashton set out to describe the way in which the rapid 
growth of population, “the outstanding feature of the social 
history of the period,’ was accompanied by those changes in 
industrial technique and organisation which enabled the enlarged 
generations to be fed, clothed and employed at a far higher 
standard of living than ever before. It is emphasised, both in 
introduction and in conclusion, just how lucky we in England 
are that this coincidence occurred. Nineteenth-century Ireland 
or India and China to-day are reminders of the conditions of 
those not so fortunate. 

With this general thesis everyone would agree, but the author 
goes much further. He is out to defend the industrialisation 
process in England on every count. Not only did real wages 
rise in the long run but the impact effect, too, was beneficial. 
Over the period 1760-1830, he argues, the average standard of 
living was raised substantially. In fact, in the famous Hammond- 
Clapham controversy, Professor Ashton stands wholly and 
unreservedly on the side of the angels. 

In this fight he handles his weapons with skill and conviction, 
on one occasion, however, changing his rapier for a club. Mr. 
Colin Clark, who once committed himself to the view that by 
the early years of the nineteenth century the life of the British 
worker had been forced down to Asiatic levels, “can hardly 
have looked at the statistics which more than a generation of 
research has produced.” To be sure the Hammondites will 
return to the attack, but seldom has the opposing viewpoint been 
better argued. 

If it is old fashioned to defend the industrialisation process 
to this extent, Professor Ashton is even more “classical,” 
economically speaking, in his explanation of why it occurred. 
“Tf we seek—it would be wrong to do so—for a single reason 
why the pace of economic development quickened about the 
middle of the eighteenth century, it is to the lowering of the rate 
of interest that we must look.” Now this position is a very 
difficult one to hold. Interest can hardly be said to have been 
the dynamic of investment in industry. The amount of capital 
needed to start the early textile factories was very small compared 
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to the amounts which had for centuries regularly been invested 
in land, and, as this book itself emphasises (pp. 95-7 and 147), 
plants, once started, grew largely by ploughing back profits at 
a great rate, almost regardless of outside influences, and certainly 
not in accordance with the rate of interest. On building invest 
ment, Professor Ashton is, in theory, on somewhat firmer 
ground; but hardly firm enough to support the edifice he erects. 
Perhaps some explanation for his outlook lies in his belief that 
(p. 160), “‘ at least two-thirds of the rent of a dwelling consists of 
interest charges.” (At 5% and with a twenty-year amortisation 
period it would be about half this.) At every stage in his analysis, 
whether discussing long-period movements or fluctuations over 
a trade cycle, the rate of interest is given the leading role. Not 
even Mr. Hawtrey could be more faithful. It is probably in 
this respect that his thesis will raise the biggest doubts in the 
minds of Professor Ashton’s colleagues. 

In one respect at least, economists cannot complain that this 
book is not courageous. Inventions are dropped into boxes 
marked ‘labour saving” or “ capital saving” with a facility 
which many will envy. Occasionally, however, the economics 
seems a little simple. What would Lord Keynes have thought 
of the view that (pp. 107-8), ‘‘in 1776 about two-thirds of the 
British National Debt was in the hands of the Dutch. This 
meant that an equivalent amount of native resources was freed 
for investment elsewhere ”’ ? 

But whatever reservations one may wish to make about this 
book, it is clear that it is an important work. Professor Ashton 
at his best in fact. Introductory though it is, there is nothing 
milk and water about it. His differences are not whittled away 
in saving clauses or hidden discretely in footnotes. Every 
teacher will be grateful to him for this addition to the standard 
works in the field. 

KENNETH BERRILL 
Cambridge. 


Economic History of Europe. By HERBERT HEATON. Revised 
Edition. (New York: Harper & Brothers, 1948. Pp. 
xiv + 792. 2ls.) 


THE first edition of Professor Heaton’s work appeared in 
1936. It was intended primarily as a book for students who had 
little previous knowledge of the subject, but its value was greater 
than that, for it presented, in lively, readable, but scholarly 
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form, a synthesis of the researches, old and new, into European 
economic problems from ancient times to the twentieth century. 
Since 1936, as Professor Heaton remarks, historians have been 
‘amplifying our knowledge and revising our interpretations at 
an appallingly rapid rate.” This new edition (‘‘ in large measure 
a new book, completely rewritten ’’) incorporates the results of 
much of this recent work and carries the story down to a point 
nearer the present. In a world of monographs and specialised 
study, a project of this kind is sure of a cordial welcome, especially 
when it is executed with the thoroughness and scholarship which 
mark Professor Heaton’s account. 

The new volume is rather longer than its predecessor. It 
gives slightly less space to the Middle Ages, rather more to the 
modern period. Most chapters have a separate bibliography, 
and a glance through them reveals the amount of new material 
which has been incorporated. The medieval sections have 
been adjusted and improved with the aid of the recent researches 
of scholars such as Homans, Postan, R. A. L. Smith and the late 
Miss Eileen Power. The work of Harper, Pares, Hamilton, 
Hilgerdt, Guillebaud, Hansen, Messrs. Jones and Pool—to mention 
only a few—has changed the character of the modern chapters. 
Yet Professor Heaton is nowhere content with a mere résumé 
of other people’s opinions. These scattered contributions have 
been carefully welded into a new synthesis and there is plenty 
of shrewd comment and critical observation. 

That an account of this length and scope raises important 
points of controversy goes without saying. There is not room 
in a short notice to remark on more than the biggest issues. In 
one controversy of major importance—the nature of mercantilism 
—Professor Heaton himself has taken a lively part. Little has 
been added to the volume of printed material since the controversy 
was at its height about 1937. Yet the controversy continues. 
The nature and effects of State intervention in economic affairs 
must be a matter of fundamental importance to the economic 
historian. Since 1945, practical experience, rather than academic 
research, has thrown new light on a number of related problems, 
on the balance of payments, on hard currency areas, on the 
problems of enforced bilateral trading, on the relations between 
strategic and commercial policy. Professor Heaton’s verdicts 
are judicious and well-balanced. But the modern European 
student may well be left wondering whether we have yet got 
to the fons et origo of the matter, whether we are not in many 
ways nearer the seventeenth century than the nineteenth, 


























1949] ASPINALL: THE EARLY ENGLISH TRADE UNIONS 407 


whether this is not another of the larger probiems of economic 
history which need to be revalued in the light of contemporary 
experience. The method has its dangers, but where Lord 
Keynes led, others might follow. 
CHARLES WILSON 
Jesus College, 
Cambridge. 


The Early English Trade Unions. Documents from the Home Office 
Papers in the Public Record Office. Edited by A. ASPINALL. 
(London: Batchworth Press, 1949. Pp. xxxi + 410. 30s.) 


Frew men are more familiar with the public records of the 
early nineteenth century than Professor Aspinall; and economic 
historians and students of trade unionism will be grateful that, 
though not one of them, he has remembered them so handsomely 
in his researches. The 400 odd documents from the Home 
Office Papers, 1790-1825, which he has now made widely available, 
are not, indeed, in general unfamiliar; but they are none the 
less welcome for that. Here we find the accounts of the shear- 
men’s disputes in 1803-4, the Lancashire cotton struggles of 
1808 and 1818, the Glasgow weavers’ of 1812-13; of the East 
Midland framework knitters; of the endemic trade unionism 
among Tyneside sea- and river-men ; and intermittent information 
about a variety of occupations and unions—for example, shoe- 
makers and calico-printers. Here we find the familiar story of 
anti-Jacobin hysteria in high places and—until Peel’s advent 
to the Home Office—of the conversion of the law into a crude 
“instrument of oppression, and of mean, selfish narrow-minded 
mercantile cupidity ”’; but also valuable fragments of the un- 
familiar story of early trade union techniques of striking and 
bargaining. The history of Luddism (which Professor Aspinall 
unfortunately omits, as he does most of the political aspects of 
trade unions) may well deserve reconsideration in the light of 
these. Altogether, it is a rich haul. 

If criticisms suggest themselves, it is precisely because a 
collection which will clearly (and justifiably) enjoy a wide 
circulation, might have been made even more useful. Two 
improvements spring to mind. The first concerns the manner 
of editing these documents. Reasons of space have no doubt 
prevented the publication of all relevant items from the Home 
Office Papers. Thus the account of the 1808 weavers’ strikes 
in H.O. 42/95 (Aspinall: Nos. 87-101) contains important 
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details not available here—for example, the weavers’ demands 
for piece-rates and a regular price list. The footnotes of the 
Hammonds, those great pioneers of the Home Office Papers, 
refer us to other documents not to be found here. A summary 
list of such items, with or without indication of contents, would 
have vastly increased the value of this book as a guide to future 
students of the material. Again, it is very regrettable that 
Professor Aspinall has nowhere discussed his principles of selection 
and cutting; for many of the documents are given in extract 
only. Occasionally also one’s confidence is slightly shaken. 
Thus the footnote on p. 95 does not explain that the wages 
reported there are not for weavers in general, but for weavers 
of cotton cambric only; and that they are based on very scanty 
data. 

Equally regrettable is the absence of any real discussion of 
the limitations of the material. While the policy of the central 
government does, indeed, emerge from these papers, it is only 
with many qualifications that one can accept Professor Aspinall’s 
claim that ‘‘ nowhere else can . .. the administration of the 
laws against combinations, and the activities of these illegal 
societies be studied in detail.’’ Central government was primarily 
concerned with public order and the threat of revolution, and 
with the general prosperity of British trade. Except in cases 
of grave unrest, it rarely took the initiative in seeking information 
from its local agents. These in turn would appeal to London 
only intermittently, when the local situation threatened to get 
out of control. Thus it is evident (p. 14) that the riots of the 
Tyne seamen were, for long periods, an annual part of the collectiver 
bargain; yet the Home Office was only involved in them at 
irregular intervals. Again, we know that certain skilled or 
strong groups of workers enjoyed virtually complete local 
recognition. What we want to know about shipwrights or 
shoemakers is not the fact that they appear occasionally in the 
Home Office Papers, but why the local gentlemen’s agreements 
broke down when they did; and this our documents do not 
always tell us. Moreover, just as most of the administration 
of the combination laws (whose efficacy Professor Aspinall 
probably underrates) took place below the Home Office level, 
so did most of the normal functioning of trade unions. It is 
unreasonable to expect documents provided mainly by magistrates, 
masters and spies, and concerned with strike-breaking and 
analogous tasks, to give more than incidental information about 
other matters. 
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The Home Office picture of British trade unions is therefore 
in the nature of things distorted and incomplete; and the proper 
use of these documents is not as simple as it looks. One could 
have wished Professor Aspinall’s introduction to give readers 
some guidance about the slipperiness of the terrain; or perhaps 
some reference to the not negligible literature on the subject. 
None the less, whatever one’s regrets, they are overborne by 
gratitude to editor and publisher, who have added a necessary 
book to the shelves of every serious student of the period and 
the subject. 

E. J. HopsBawm 

Birkbeck College, 

London. 


The Early Factory Legislation. By Maurice W. TxHomas. 
(Leigh-on-Sea: The Thames Bank Publishing Company, 
1948. Pp. xiii + 470. 35s.) 

THE hesitant steps taken by the State in the early years of the 
nineteenth century to protect child labour from exploitation are 
in marked contrast with the bold and swiftly moving interven- 
tions throughout the whole field of labour to-day. How hesitant 
those steps were is admirably illustrated in this volume, which 
covers the half-century from the passing of the Health and Morals 
of Apprentices Act, 1802, to the Employment of Children in 
Factories Act, 1853. Extensive use is made of factory inspectors’ 
reports and of Home Office minute books which record discussions 
at inspectors’ conferences, and extracts from original documents 
are given in an appendix which is followed by a detailed biblio- 
graphy. A foreword is written by Mr. G. P. Barnett, H.M. 
Chief Inspector of Factories. 

The main stages of development are reviewed, including the 
Act of 1802 which introduced the principle of State intervention in 
the field of labour, the 1833 Act to Regulate the Labour of Children 
and Young Persons, which, under the influence of the Benthamites, 
applied a system of control, and the Labour in Factories Act of 
1844 which used the experience and failures of previous decades tc 
provide the pattern for a durable administrative system, re- 
stricted further the hours of labour of children and young persons, 
removed some of the difficulties of enforcement, and applied the 
“half-time ”’ system of school attendance. Finally, in this early 
period, the Acts of 1850 and 1853, which, like the earlier legislation 
except the 1802 Act, were limited to textile factories, marked the 
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end of an epoch and firmly established the principle that the 
State has the right and indeed the duty to impose controls in 
order “ to protect those who are unable, in the highly individual- 
istic and competitive industrial system, to protect themselves. 
When once this basic principle had won general acceptance progress 
became possible on a wide front, and reform could proceed with 
increasing momentum ” (page 327). Also a system of inspection 
and administration, slowly and painfully devised, provided a 
basis for future development. 

Details are given of the bitter controversies which raged be- 
tween interventionists and non-interventionists in this period 
when “a new conception of the functions of the State was strugg- 
ling for recognition ” (page 42). The earliest Acts to regulate the 
hours of child labour and to fix a minimum age of employment 
were largely ineffective because of hostility by employers, many 
of whom used every loophole for evasion, and of apathy or 
opposition by parents and workers, who often gave false informa- 
tion about the ages of the children and in other ways tried to de- 
feat the law (page 125). The unpopularity of the legislation made 
the task of inspection and enforcement difficult, and frequently 
the magistrates were unduly lenient and encouraged violations of 
the law. The trade-union movement was then too weak to give 
much aid to enforcement. 

Many mistakes were made in these tentative experiments in 
social legislation. The Acts included provisions which were so 
vague that they led to controversies about interpretation, and 
which were often based on inadequate knowledge of factory 
conditions. The first inspectors, whose numbers were quite in- 
adequate for their task, were empowered to make regulations 
without submission to Parliament and to exercise judicial powers, 
which were beyond their true function (page 96); these mistakes, 
however, were made largely because there was no experience or 
tradition to serve as a guide, and such powers were greatly cur- 
tailed by the Act of 1844. The author pays high tribute to the 
ability and keenness of the first inspectors, who contributed much 
to the evolution of a sound system of inspection, and to the 
development of factory legislation. He also shows the gradual 
recognition of the need for a central inspection department to 
ensure co-ordination which was lacking when each inspector was 
independent in his own area. 

An interesting account is given of the problems raised by the 
attempts to link regulation of hours of labour of children with 
their education, The great majority of factory and private 
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dames’ schools provided only a discreditable mockery of education, 
and it became increasingly recognised that a State-aided system of 
education would be required (page 217). 

The author indicates that by the middle of the century there 
was evidence that the earlier legislation had not brought ruin to 
the factories as had been predicted. Some manufacturers had 
reduced hours on their own initiative with beneficial results to 
production and to the health of the workers, thus disproving the 
naive statement made earlier by Nassau Senior that the entire 
profit of a factory was gained in the last hours of work, and that 
if the mills were restricted to ten hours a day they would be run at 
a loss. The strong support of the workers for a shorter working 
week is also indicated, and the hours of work of men in the textile 
factories came in practice to be similar to the sixty-hour week laid 
down for women, young persons and children in the Act of 1853, 
with work ceasing on Saturday at 2 p.m., thus providing what 
Continental European workers later c:illed the English week-end 
when making their own demands for more leisure. 

The volume is a useful documentary supplement to the social 
and industrial histories of the first half of the nineteenth century. 

J. Henry RiIcHARDSON 
The University, 
Leeds. 


Les Relations entre Patrons et Ouvriers dans Il Angleterre 
@Aujour’hui. By Pierre Watine, with a Preface by 
ANDRE SIEGFRIED. (Paris: Librarie Marcel Riviére, 1948. 
Pp. 304.) 


To see ourselves as others see us is a salutory experience, 
especially when the observer is so well informed and friendly as 
Monsieur Waline. In this well-documented comprehensive study 
the author begins by surveying the political controversies which 
raged over the Trade Disputes and Trade Unions Act of 1927, and 
this is followed by accounts of the present development of the 
trade unions and employers’ organisations, the political activities 
of the trade-union movement, the system of collective bargaining, 
and consultation between management and workpeople within the 
factories. 

M. Waline and M. Siegfried agree that industrial relations in 
Great Britain are the best in the world; there is a strong sense 
of solidarity between employers and workpeople in the processes 
of production, and rifts between them have been firmly bridged at 
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many points. This practical adjustment has resulted in prefer- 
ence by the State as well as by employers and workpeople for the 
flexibility of voluntary agreements rather than the greater uni- 
formity of State regulation. The policy of British trade unions in 
favouring a working arrangement with capitalism by compromise 
and consultation is contrasted with the sharper cleavages and 
doctrinaire programmes in some European countries. 

Pertinent questions are raised on the consequences of the 
political association between the trade unions and the Labour 
Party. Can a Member of Parliament serve two masters—his 
electors and his trade union? Can the trade unions in nationalised 
industries dictate the policy of the State as employer? Can the 
Government remain strong enough to take final decisions in the 
interests of the whole nation? Is the Labour Party or the T.U.C., 
the Government or the unions master in Britain? When Labour 
Ministers speak at Labour Party Conferences they are in effect 
rendering account to their great electors, the powerful trade- 
union chiefs, in whom many of them see their comrades and 
colleagues of yesterday and perhaps of tomorrow (page 279). Yet, 
notwithstanding heavy demands and unpalatable policies, such as 
those for increased production and restraint on claims for higher 


* wages, the Government has so far succeeded in retaining the support 


of the trade unions for a programme based on national needs, 
though the response of the trade unions has fallen short of the 
Government’s hopes. In the battle for economic recovery, how- 
ever, it seems rather strange that the generals urge the soldiers to 
fight harder, but do not give them clear battle orders. Many of 
the Ministers content themselves with putting before the unions 
a sombre picture of the economic state of the country without 
giving them a definite plan (page 285). 

M. Waline considers that, up to the present time, the T.U.C. 
cannot be accused of having abused its power, but he believes that 
questions may arise on which the Government would find it difficult 
to oppose the demands of the trade unions, and he holds the 
opinion that the political role of the unions may lead to serious 
constitutional issues (page 294). From the point of view of 
political theory he thinks it would be desirable for the link between 
the Labour Party and the unions to be broken, though he does 
not see how this could be done. He is satisfied that in social 
policy the Government has succeeded better than others would 
have been able to do, and he points to the small losses from strikes 
during the years of post-war reconstruction, this, however, being 
partly because the trade-union leaders cannot allow the Govern- 
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ment, which is so much their own creature, to be handicapped by 
industrial unrest. 

A useful analysis is given of the membership of the Labour 
Party, showing the overwhelming strength of the trade unionists, 
though less than one-third of the Labour members of the present 
House of Commons were sponsored by the unions. The Labour 
Party, it is noted, differs from Continental socialist parties, the 
latter being composed of individual members, whereas the former 
consists mainly of trade-union organisations. Also, on the Conti- 
nent the influence of socialist parties on the trade-union movement 
is usually greater than that of the trade unions on the parties, but 
in Great Britain the opposite is true. 

The “ closed-shop ” controversy and the tendency towards 
compulsory trade unionism are critically discussed. The unity 
of British trade unionism combined with liberty has been an 
outstanding achievement, and the union leaders are sincere when 
they oppose totalitarianism. Nevertheless, M. Waline finds it 
disturbing when in the House of Commons and in other public 
statements the spokesmen of the workers seem to favour a perma- 
nent monopoly of the present trade unions in representing the 
workers’ interests. The closed shop in its strictest sense gives to 
a union a monopoly of employment in its own field. The policy 
of excluding minority unions from recognition for purposes of 
collective bargaining condemns such unions to a slow death, and 
the T.U.C. refuses to recognise break-away unions. Such policies 
may be necessary for preserving industrial peace, but they never- 
theless involve the abandonment of certain democratic principles, 
such as the rights of minorities, and represent a step along the 
totalitarian roadway. The author’s hope is that British methods 
of industrial relations, which claim his admiration, will not be 
undermined by loss of liberty through the injection of totalitarian 
poisons. 

Collective agreements have become a national institution in 
Britain, by contrast with their more erratic course in France, and 
they provide an intricate fabric patiently woven jointly by em- 
ployers’ organisations and trade unions. Many subjects which in 
France would be dealt with by law are regulated in Britain by 
agreements, each industry framing an industrial code most suited 
to its own conditions, and easily revised when necessary. An 
account is given of the part played in national economic affairs by 
the great central bodies of employers and workers, which are 
systematically consulted by the Government, and in this connection 
the need of the T.U.C. for increased research facilities is emphasised. 
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Reasons are given for the lack of enthusiasm by many employers 
and trade unions for regular systems of joint consultation at factory 
level. The impact of Communism on the unions is also discussed. 

This is a stimulating book, and is the more interesting 
because of the comparisons and contrasts made with industrial 
-relations in France. 

J. Henry RiIcHARDSON 
The University, 
Leeds. 


Partnership for All. By Joun Spepan Lewis. (London: 
Kerr-Cros Publishing Co. (for the John Lewis Partnership), 
1948. Pp. xviii + 532. 12s. 6d.) 

Tuts book tells the story of a notable and successful industrial 
experiment. When Mr. Spedan Lewis went into his father’s 
Oxford Street business after leaving Westminster (instead of going 
to a University), he was shocked by the disparity between the 
large profit drawn out of it by the owner and the small amount 
paid in salaries and wages to the employees. In due course he 
became a partner in the Oxford Street business and the sole owner 
of Peter Jones, Ltd., of Chelsea. This concern had been bought 
by his father when it was losing money, as it continued to do for 
several years. But the young Lewis had a free hand; he used his 
new power to remodel the shop and to revolutionise the relations 
between himself and his workpeople. 

In effect, one may say, he took the prior charges for himself, 
and left the profits, which usually go to the owners or ordinary 
shareholders, to be divided among the workers. Apparently it 
was only the large income which he was drawing from Oxford 
Street which allowed him to finance his Chelsea experiment in the 
early years. Finally, when his father died at ninety-two (he never 
retired), the young Lewis had complete control of the two con- 
cerns and of other shops which he bought in the suburbs and 
elsewhere. 

By this time, there are twelve thousand Partners; to distribute 
partnership benefit at the rate of 1% requires £27,000. Up to the 
disaster of the oil bomb, which burnt the old Oxford Street 
premises to the ground in 1940, benefit was equal to six weeks’ 
additional earnings. Then for seven years nothing could be 
distributed, but all the arrears of interest on the partnership 
capital have been paid up. Accounts for the year 1947-48 were 
not completed when Mr. Lewis was writing; certain exceptional 
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expenses such as the Purchase Tax of the November Budget have 
reduced the profits of the year. Nevertheless, Mr. Lewis expects 
a distribution of 5% on the pay sheet, that is, on £135,000. 

In addition to payments in stock and cash (payment is made in 
74% cumulative ordinary shares saleable on the Stock Exchange), 
the Partnership spends £50,000 a year on “ free insurance against 
exceptional need (chiefly sick pay),”’ and a similar sum on “ educa- 
tion, country clubs, music, dancing and other collective amenities.” 
With other payments such as pensions, Mr. Lewis reckons that the 
total receipts of the Partners from the last year’s earnings will be 
£448,000. Perhaps one should mention that he has been lending 
part of his own capital to the partnership free of interest. 

How far have the general principles of the partnership affected 
the minds and habits of the workers in the businesses concerned ? 
A Cambridge graduate (with first-class honours), who spent 
eight years in the partnership after four years in another big 
drapery business, wrote to Mr. Lewis, describing how he came to 
feel “‘ an intense and I hope active affection, not for any particular 
persons but just for the whole thing, the entity we call the Partner- 
ship.” A middle-aged salesman, with much outside experience, 
told a special committee that the partnership affected the happi- 
ness of the worker “ by the feeling it gives him that he is not 
being exploited but really getting the whole fruit of his own work.”’ 
Mr. Lewis’ own comment is that here we have “ the real core of 
the problem of getting rid of ca’ canny so as to achieve the enor- 
mous increase that is now so desperately needed in our national 
income.” 

Clearly enough the plan has succeeded in the combined busi- 
nesses to which it has been applied. Can it be extended to other 
concerns of the same kind, and to big industrial concerns of a 
different kind, such as factories, cotton mills and so on? Some 
people think that a retail business is certain to make a profit; 
they may even think of the profit as being the percentage added 
to the wholesale price of the articles which the shop sells. This, of 
course, is a mistake; a business may very easily make a loss; in 
fact, the concerns bought up by the Partnership were making 
losses. Something has turned them into profit-making concerns. 
Was it merely more careful buying and more skilful management ? 
Or was it perhaps the result of a better spirit among all the 
personnel, which turned a slack trade into a busy one ? 

In a sense Mr. Lewis’ book may be taken as describing the 
reaction of the twentieth century against the practices of the 
nineteenth. It recognises that the wage-earner and the salary- 
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earner can no longer be treated as mere cogs in a wheel; they 
claim, and rightly, something more than the weekly wage-packet 
or monthly cheque; they want a voice in the conditions under 
which they work and a share in the profits which their work has 
earned. As Mr. Lewis might put it, they want to be Partners. 
J. E. ALLEN 
Cambridge. 


Labour. By P. Sarcant Fiorence. (London: Hutchinson’s 
University Library, 1949. Pp. 230. 7s. 6d.) 


Tus book surveys the factors affecting the efficiency of the 
labour force. It is not concerned, except incidentally, with 
issues of wage theory, nor does it describe trade-union structure, 
but its object is to discuss recent facts and findings about the 
capacity and willingness of the worker; the causes, personal 
and general, of unemployment; and policy towards both. This 
discussion is directed towards present problems. More than 
one reason comes up in the course of it why we should be much 
concerned with the human factor just now. There is the need 
for getting everyone to do his best, to get the balance of payments 
right. So far as a high and stable level of employment can be 
maintained, the problem of incentives is raised in a new form, 
and personal causes account for a higher proportion of actual 
unemployment. Both the export task and high employment raise 
problems of mobility, too small or too great. Again, as the 
author says (p. 216), concern with redistribution rather than with 
the size of total income “rests on the assumption among wage 
earners that their share of total income has little connection with 
their own output and efficiency, but can always be made up by 
transference of wealth from richer classes. This assumption not 
so wide of the facts in nineteenth-century Britain will no doubt 
receive a shock from the logic of events in twentieth-century 
Britain after two world wars.” At the same time, a good deal 
has been done in recent years to gather more information and try 
out new ideas about the human factor. I know of no other 
British work providing a conspectus of this field, and Professor 
Florence’s timely book will be useful to students of economics 
generally and to all who are training for business. 

A first part sets out the manpower budget, charts the con- 
ditions of employment that influence the human factor, and 
examines measures of efficiency such as output, accidents or 
turnover. There follow seven chapters devoted to the conditions 
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of employment, and it is here that I think readers will find the 
book most informative : the discussion of the optimum working 
week, for example, or of social relations in the place of work, 
or of methods of wage-payment, and of vocational guidance, 
contains much that is instructive or suggestive in itself, and gives 
some useful pointers to further reading. The treatment of un- 
employment which follows is on familiar ground. A last part on 
policy and progress concludes that “the key to social progress 
—the avoidance of unemployment and rising productivity per 
man and hence rising standards of living and amenities—lies 
today largely with the top management of big industrial enterprises 
whether co-operative or nationalized or controlled by capital. 
It is a problem in practical political science to find the staffing 
procedure which will bring the more efficient and enterprising 
managers to the top.” (pp. 221-2.) 

The author pays attention to schematics, and provides four 
schematic charts, in one of which, for example, Repetition, 
Routine, Red-Tape and Risk are displayed as the aspects to the 
worker of four features of technique and organisation; and 
the workers’ reactions to each, and the ways of preventing or 
remedying it, are set out. I dare say this kind of device helps 
some students to get hold of the subject, yet it may be a perplexity 
to others who feel the difficulty of drawing dividing lines through 
an organic subject-matter. But there will be agreement that in 
basing his argument on ascertained fact, the author sets an ex- 
ample of method in the discussion of live issues, and provides, 
in summary or sample, a body of information in which few readers 
will not find some new point of interest. . 

E. H. PHELPs Brown 
London School of 
Economics. 


Changes in the Cost-of-Living and the Distribution of Income since 
1938. By Dupitry Srers. (Oxford: Blackwell, 1949. 
Pp. 84. 6s.) 

READERS of the Bulletins of the Oxford Institute of Statistics 
will be familiar with a series of articles published by Mr. Seers 
during 1948. These articles represented a very large amount of 
statistical work on published data on prices and on national 
income and product. It was difficult, reading the articles in- 
dividually as they appeared, to get a general view of the results 
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Mr. Seers had obtained. It is good, therefore, to have them 
collected together, as they have been done in the present small 
volume. 

It is now clear that Mr. Seers’ object is to make a broad 
analysis of the changes in prices and income from 1938 to the 
post-war period, represented generally by 1947. His work 
comprises a number of inter-related studies. The final product, 
in so far as there is one, is an analysis of the distribution of the 
national product, in real terms, between the various recipients 
and, in particular, between the working class and the middle 
class. One small table (p. 65) summarises his conclusions and it is 
simple enough to reproduce here in slightly modified form :— 


Real Income (Net of Taxes) 
(£ million at 1947 prices). 





1938. 1947, % Change. 
Working class “ ; ° 4,348 4,735 +9% 
Middle class : : : 3,599 3,354 —7% 
Total : ‘ ‘ 7,947 8,089 +2% 


These figures represent the result of many complicated and 
hazardous estimates and certainly cannot be accepted as accurate 
to the last digit shown. But there can be no doubt that Mr. 
Seers has given us the right orders of magnitude. 

There is much of interest to be derived as Mr. Seers proceeds 
on his way to his object. He had to “job backwards” and 
found many gaps in official data to be filled. He gives a division 
of total consumption in 1938, as recorded in the White Papers on 
National Income and Expenditure, between the working class and 
the middle class. The middle-class share, though obtained in 
round figures as a residual, is all we have to go upon as a basis 
for the construction of index numbers of middle-class cost-of- 
living. To get his results into real terms, he provides an estimate 
in detail of the increase in the working-class cost-of-living since 
1938, something which the Ministry of Labour avoids deliberately 
in the new index of retail prices. He also ventures an estimate 
of the increase in the cost-of-living to various groups of middle- 
class families. Finally, he examines the Ministry of Labour’s 
published index of retail prices paid by working-class families 
and gives it a reasonably clean “ bill of health.” In particular, 
he indicates that the percentage change shown since June 1947 
would not be much changed if the weights were post-war and not 
pre-war expenditures. 
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In my own calculations on the same data, carried out in- 
dependently, I am not always in complete agreement with Mr. 
Seers. There is, indeed, considerable scope for varying judgments 
in computations of price-index numbers back to 1938. One of the 
difficulties is that there is no detailed information on price 
changes within one large category of expenditure, that on food, 
either in the National Income White Papers or in the Ministry 
of Labour’s index. This is a gap which should be filled. Another 
difficulty is the different classification of consumers’ commodities 
in the White Papers and the Ministry’s index. The main trouble 
arises in the category of ‘‘ household durables ’’ where the White 
Paper has two groups only—furniture and furnishings, hardware. 
The category in the retail-price index shows more sub-groups, 
and one of them (appliances) is divided between the two White 
Paper groups and includes some items such as cycles and sports 
goods which fall outside “ household durables’ on the White 
Paper definition. (Mr. Seers, however, is not correct, on p. 80, 
in saying that the White Paper category excludes radio and 
musical instruments.) Mr. Seers is not able to overcome this 
difficulty—and is not always clear in his explanation of what he 
has done. What is needed is more detail of the “ household 
durables ” category in the White Paper. 

Another point on which I do not appear to be in agreement 
with Mr. Seers—and again he is not clear on his method—concerns 
the treatment of beer prices. The difficulty is the difference 
between prices on a bulk and on a standard-barrel basis. The 
price index of the Ministry of Labour uses a beer price which is, 
in fact, a compromise between the bulk.and the standard-barrel 
prices (in my view, very appropriately). Sometimes Mr. Seers 
seems to follow this practice; at other times (e.g., on p. 47) he 
appears to use the standard-barrel price generally favoured by 
the White Paper. 

It is interesting to compare the increase, obtained by Mr. 
Seers, in real national product with that shown by the official 
index number of industrial production over the period 1938-46. 
The best comparison is to use what Mr. Seers calls the “ gross 
product of industry,” 7.e., national product less the pay of govern- 
ment officials and domestic servants, rents of dwellings and interest 
and depreciation of a non-industrial nature. In real terms and 
with 1947 weights, Mr. Seers gets an increase of 8% from 1938 
to 1946. The industrial-production index, which is narrower 
in coverage by the exclusion, e.g., of agriculture and services, 


shows a decrease of 4% from 1938 to 1946 with 1946 weights 
No. 235—vou. LIXx. FF 
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(Monthly Digest of Statistics, August 1948). There is need for a 
closer examination here. 

Mr. Seers’ strictures on the Ministry of Labour, for avoiding a 
comparison of 1938 and 1947 in the retail-price index, are not 
altogether justified. The price increase for working-class families 
cannot, in default of comparable price quotations in the two 
periods, be given at all precisely. Mr. Seers, perhaps, would 
agree that we cannot do better than write it as 60-5%. The 
first object of the Ministry was to get weights for a new index, 
i.e., @ proportionate distribution of 1937-38 consumption priced 
at 1947 prices. Even if the separate price changes, 1938-47, 
were biased, the weights would come out reasonably well if the 
bias was in the same direction throughout. But such a bias— 
which might well exist—would throw out the 1938-47 price 
comparison. Further, from the data provided by the Ministry 
of Labour, it is easy enough to deduce an approximate price 
change for 1938-47 if one absolute change can be fixed. Such a 
price change is given by the “rent and rates” item, which 
cannot have increased by an amount much different from 10%. 
It is difficult to believe that this was not realised by the Ministry 
of Labour. 

All this points clearly to the need for a post-war enquiry into 
working-class expenditure by means of family budgets. Indeed, 
there is a strong case to be made out for a regular series of budget 
studies. The Cost-of-Living Advisory Committee asks for a 
consideration of this point in their Interim Report (Cmd. 7077). 
There is, perhaps, even more need for budget studies on a compre- 
hensive national scale of middle-class expenditure. As Mr. Seers 
observes (p. 18) ‘“‘ the lack of information on the expenditure of 
the rich is a major gap in our social statistics.” 

R. G. D. ALLEN 
London School of 
Economics and Politics. 


Small Business : its Place and Problems. By A. D. H. Kapuan. 
(New York and London: McGraw-Hill Book Co., 1948. 
Pp. xiv + 281. 19s. 6d.) 


EVEN in the United States, the supposed home of everything 
large scale, over 90% of all businesses are small whatever definition 
of small is adopted—and a normal one (p. 15) seems to be a 
hundred employees or less in manufacturing; ten or less in other 
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activities. This high frequency, together with the traditional 
American property-dispersion theme of Franklin and Jefferson, 
still sung (and acted upon) by Congressmen, make a thorough 
study like Mr. Kaplan’s, “focusing the diffuse discussion,” 
very welcome. 

Introduction and definition occupy the first two chapters. 
The third, devoted to “prewar and postwar pattern” brings 
some disappointment. Under the heading of ‘‘The Areas of 
Small Business,” Mr. Kaplan gives only the major groupings 
of manufacturing industries. This is unfortunate, since these 
wide divisions mask very great differences in the size structure 
of subdivisions which are easily obtained from the U.S. Census. 
“Miscellaneous Manufacturing ”’ for instance is the official industry 
group in which the small plant appears in Mr. Kaplan’s table to 
flourish the most. Only in this group do establishments employ- 
ing less than a 100 employ the majority of all workers. Yet the 
group includes the making of photographic apparatus, a large- 
plant industry, with 80% of its workers in establishments employ- 
ing over 250. At the other end of the scale textile mill, leather 
and leather products appear in Mr. Kaplan’s table as a large- 
plant group, with over two-thirds of all its workers in establish- 
ments employing over 500. Yet the women’s pocket-book, 
handbag and purses industry included in this group had 80% 
of its fourteen thousand workers in establishments employing 
less than 250 workers. 

In spite of the fourth word in his title of Small Business : 
its Place and Problems, Mr. Kaplan has, in short, missed the 
opportunity given him by the admirably detailed U.S. Census 
of Manufacturers of studying precisely in what industries small 
firms or plants prevail. There is no discussion how far and 
why the women’s clothing, the printing, the baking, the jewellery 
industry have small plants, whether their present size structure 
is likely to last, and whether existing large-plant industries 
might not (with technical changes or more specialisation or 
localisation) become of smaller scale. With the growth of 
“automotive transportation,” as Mr. Kaplan indicates (p. 34), 
transport has on the whole become smaller scaled. This is 
partly because the investment in permanent way is made by the 
State. Might not a similar splitting of investment from manage- 
ment functions encourage small business in other industries ? 

The fundamental question of the comparative efficiency 
and vitality of larger and smaller organizations is dealt with in 
Chapters IV and V. Mr. Kaplan is able to bring in the evidence 
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of the Temporary National Economic Committee, and he provides 
a valuable clue to the answer. The available index nearest to 
measuring efficiency of different sizes of plant is perhaps the 
cost of some standard physical output and this is illustrated 
in detail with the production of standard barrels of cement, 
and of flour, and with the distribution of 100 lb. of milk. In all 
three industries the wide variety of cost within all classes of size 
is the outstanding feature. The small sizes show, on average, 
the higher costs. But they also show the widest variety, so 
that the actual lowest-cost plant may be a small one. The 
same greater variation round a lower average among smaller firms 
is shown when comparing slump and boom years in the ratio of 
net profits (excluding officers’ compensation) to equity. In the 
boom year 1941, the two smallest classes of business (assets 50, 
and 50 to 99 thousand dollars) averaged a ratio of plus 3 and 
10% instead of minus 32 and 15% as in 1932; the larger classes 
of business (up to assets of $10,000,000) showed less cyclical 
change, but still averaged in the boom year profit ratios higher 
than did the small businesses. 

The wider variety in the efficiency of small firms is also 
brought out by their vital statistics. In three Minnesota towns, 
for instance, while only 16-5% of the larger manufacturing firms 
died during 1926-30 the percentage for the smallest sizes was 
66-3% and 87-4%. Wide variety in efficiency results at one 
end of the scale in relatively high death rates for small businesses, 
but it should also result in relatively high rates of survival at 
the other end. The view of English economists that the small 
business has an advantage in management is thus compatible 
with the facts if it is carefully worded. Mr. Kaplan puts it 
(p. 103) that ‘‘ the caliber of the management has on the whole 
been the most decisive factor influencing the success or failure 
of the small enterprise.” Not every (or even the average) small 
firm has a management advantage but only some. It is these 
that survive, flourish and grow at the expense of the large firm. 

A general comparison of small- and large-scale organisation 
inevitably extends from internal management to problems of 
finance and sales, where the small business is usually thought 
weak. Mr. Kaplan, in the relevant chapters (VII and VIII), 
does not deviate from this view, but adds considerably to our 
appreciation of the complex situation of the small man confronted 
with monopolistic practices such as threats of legal action for 
infringement of patents or price maintenance. The insistence 
of a large manufacturer that the retailer maintain a fixed price 
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for his manufactures is not necessarily injurious to the small 
retailer. It is usually the large retailer who cuts the prices of 
a few leading goods in order to publicise his “‘ values ” and thus 
undercuts the small retailer. Alternatively, the large retailer 
may order from small manufacturers a similar brand, under- 
cutting the fixed-price brand, in which case the interests of small 
retailers and small manufacturers are opposed. 

Mr. Kaplan’s book is part of a large programme of research 
into the working of the free-enterprise system under the auspices 
of the Committee for Economic Development, of which Mr. 
Paul Hoffmann of Marshall Aid fame was a member. We look 
forward to further volumes of the same high calibre as Small 
Business. 

P. SARGANT FLORENCE 

University of Birmingham. 


The Rubber Industry: A Study in Competition and Monopoly. 
By P. T. Baver. (London: London School of Economics 
and Political Science, and Longman’s Green, 1948. Pp. 
404 + xiii. 25¢.) 

Report on a Visit to the Rubber Growing Smallholdings of Malaya, 
July-September 1946. By P. T. Bauer. Colonial Research 
Publications, No. 1. (London: H.M.S.O., 1948. Pp. 92. 
4s.) 


The Rubber Industry is a very interesting book. It includes 
the main findings of the Report, though not in such detail. This 
review will concentrate on the book. It presents a general 
picture of the rubber-producing industry, concentrating largely 
but not entirely on Malaya and the Netherlands East Indies, 
the two main sources of supply, and reviewing more briefly the 
phenomenally rapid rise of the synthetic-rubber industry in the 
U.S.A. As its sub-title implies, the emphasis is placed largely 
on the operation and results of the international rubber-regulation 
scheme. Mr. Bauer was given access to the papers of the Inter- 
national Rubber Regulation Committee and to the personal 
papers of Sir John Hay. In addition, he studied numerous 
reports, newspapers and books and made a tour of the rubber- 
producing districts of Malaya in 1946. He is very critical both 
of the previously accepted views on the industry, particularly 
on the relative efficiency of plantations and smallholdings, and 
on the administration of the regulation scheme, centrally and 
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locally. I am not an expert on rubber production, but Mr. 
Bauer’s criticism is well documented and to me convincing. 

He begins thoroughly in 1929, after the breakdown of the 
Stevenson restriction scheme, where Mr. Rowe’s Special Memoran- 
dum No. 34 of the London and Cambridge Economic Service on 
Rubber stops. He covers fully the period of free competition 
from 1929 to 1933 and that of the International Rubber Regulation 
Scheme, which ran from 1934 until the Japanese invasion. He 
deals with the largely unsuccessful search for new sources of rubber 
after 1941, and the successful development of the U.S.A. synthetic- 
rubber industry. He concludes with two excellent chapters on 
the outlook for rubber, written, it would appear, in 1946 and 
1947. 

Mr. Bauer’s strongest criticism of the regulation scheme, 
and more particularly of its administration by the Governments 
concerned, was that it discriminated against the smallholders 
and in favour of the plantations. In Malaya, as is shown both in 
the book and (more fully) in the Report, the smallholdings were 
under-assessed compared with the estates in the initial allocation 
of export rights; the prohibition on new planting and on the 
alienation of new land for rubber while some replanting of old 
rubber areas was allowed militated against their methods; the 
smallholders were grossly under-represented on the Malayan 
Advisory Committee; and research and advisory work was con- 
centrated on the estates. (The Colonial Office and the Government 
of the Federation of Malaya have now accepted the view that in 
this period a disproportionate burden was borne by the small- 
holders.) In the Netherlands East Indies the prohibition on new 
planting again bore heavily on the native producer. In addition, 
the Government to begin with felt it impossible to give individual 
assessments to the small native producers and undertook to limit 
their sales by an export tax, the proceeds of which were to be used 
for the benefit of the areas where native rubber was important. 
To keep down supplies the tax had at one time to be so high as to 
take away 95% of the price; the receipts, far larger than had 
been expected, were by no means always used as intended. 
Finally, individual assessments were made and the tax repealed ; 
but, without doubt, the natives were under-assessed compared 
with the estates. 

Mr. Bauer produces much evidence to show that the small- 
holding is a more economic unit than most plantations. The 
complicated and expensive hierarchy on the plantations, their 
mistakes in planting and weeding policy and the ease with which 
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smallholders can fit together rice and rubber production, all 
favoured the smaller unit. Where rice production is anyhow 
moved from area to area, to leave the abandoned land planted 
to rubber makes the latter almost a costless by-product. 

The Committee, however, charged with the duty of “‘ maintain- 
ing a fair and equitable price level which will be reasonably 
remunerative to efficient producers ” looked only at the estates, 
and even there not at the most efficient; thus it was generally 
assumed that some 80-95% of estate production was efficient. 
Moreover, measured cost figures were accepted, even though they 
came above prices at a time when the estates concerned were 
paying dividends. Thus, the Committee arrived at a figure 
of 8d. a pound as being the minimum to give a reasonable return 
to efficient producers; but the N.E.I. native producers supplied 
large quantities of rubber for two years for a net return of about 
14d. And the Committee’s idea of a “ fair price ” moved upwards 
with every improvement of the market price. 

The price, then, was high, in Mr. Bauer’s view well above 
the long-period supply price. But it was not stable. During 
three of the four calendar years of restriction before the outbreak 
of war the highest price exceeded the lowest by over two-thirds. 

This was a period when natural rubber held a practical 
monopoly. The future outlook depends partly upon the policy 
adopted towards synthetic rubber in the U.S.A. Synthetic and 
natural rubber between them could supply far more than the world’s 
probabledemands. The existence of the synthetic factories should 
provide a ceiling above which the price of natural rubber cannot be 
lifted. But, in Mr. Bauer’s view, natural rubber producers, 
largely smallholders but also the more efficient estates, should 
be able to produce at a low enough price to undersell synthetic 
rubber, unless this is protected. (He suggests at 6d. a pound, 
at 1945 costs, for 14 million tons of natural rubber.) Ifthe U.S.A. 
provides only moderate protection, then Mr. Bauer advocates a 
period of price competition, coupled with a buffer-stock scheme to 
prevent undue price fluctuations; this should drive out the less- 
efficient producers, a most necessary procedure after a long period 
of protection. If the U.S.A. were to keep up her full synthetic 
production, then some control scheme would be required. 

Above all, the prohibition on replanting in Malaya should be 
removed (this has now been done). Land should also be freely 
alienated for rubber. Without these measures the Malayan 
smallholding industry will be destroyed, since other territories 
and the estates will expand production. 
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Mr. Bauer’s conclusions are interesting not only in regard to 
rubber, but also for their significance for the operation of control 
schemes in general, as contemplated in the Havana Charter. 
To take only a few: first, the rubber scheme was operated by 
Governments, as are to be the Havana commodity-control 
schemes; but the interests of small producers (and of consumers) 
were neglected. Secondly, the rubber scheme indicates that those 
who gain most are large producers in small countries (for small 
countries generally extort fairly favourable quotas). Thirdly, 
to fix prices on measured costs means fixing them too high. 
Finally, once a scheme has been introduced its sponsors cling to 
it grimly, even when it is no longer required (Mr. Bauer gives 
several instances of this happening for rubber). 

He also explodes the commonly held views that large-scale 
production is more efficient and more responsive to price changes. 
For rubber both these theories are untrue. Not only could the 
smallholders undersell the estate producer; but also their supply 
fluctuated more with price in the period of free competition. 

The book (and the Report) are well worth reading through. 
But those who cannot spare the time will find the most crucial 
parts summarised or dealt with in Chapters 14, 19 and 20. 

RutH CoHEN 
Newnham College, 
Cambridge. 


Comparative Economic Systems: capitalism, socialism, com- 
munism, fascism, co-operation. By Wiu1aM N. Loucks 
and J. WeLtpon Hoot. (New York: Harper Brothers, 
3rd edition, 1948. Pp. xv + 810.) 


In this country the study of comparative economic systems, 
of such importance for the institutionalist, has been relatively 
neglected as an academic subject. Perhaps this is because, with 
a narrowing focus to economic analysis, it has fallen between the 
recognised academic stools; perhaps because of reluctance to 
grasp controversial nettles boldly. To judge from this impressive 
800-page volume, now appearing in its third edition (the first was 
in 1938), the subject must be well and widely established on the 
other side of the Atlantic; and the initial feeling of a mere English- 
man on reading it is inevitably one of admiration, tinged with 
envy, at so much information so systematically and palatably 
packed (in short sections each tersely labelled) within the 
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covers of a single text-book. One would be ungrateful not to 
pay tribute to the immense care and industry which its com- 
pilation must have cost. Professional skill could scarcely go 
further in designing everything with a constant eye upon the 
lecture-room and the seminar: well-balanced chapters of “ pro ”’ 
and “con”; judiciously chosen book-lists for further reading 
appended to each of the nine parts into which the book is divided ; 
lists of “‘ questions for class discussion ”’ after each chapter and 
“subjects for student reports’’; and finally the texts of The 
Communist Manifesto and of the 1936 Soviet Constitution in 
appendices, and a twenty-four page index. 

Yet, one cannot help being of two minds about a work of this 
kind. Firstly, there is the stubborn English prejudice that so 
streamlined a text-book may have defects of its nature as well as 
merits: that to the undoubted convenience which it holds for 
the student may be joined the disadvantage of appearing so 
comprehensive as to deter the student from ever looking beyond 
its pages and finding his own stumbling way among other sources. 
Secondly, there is a difficulty about objectivity : a difficulty which 
is specially great in comparing rival economic systems, since to 
each system there is its own social philosophy, and common 
assumptions by which they can be judged are difficult if not 
impossible to find. Most evidently in relation to the study of 
the U.S.S.R., what are commonly accepted as standards of 
objectivity vary with time and place. If one is to evaluate, one 
must implicitly or explicitly adopt some body of assumptions 
which will inevitably prejudge the issue (as do some of the remarks 
in the opening chapter of this text-book about universal principles 
and “ the necessity for a price system ’’). If one seeks to escape 
this difficulty by simply describing facts and listing rival argu- 
ments, the result is likely to be flat and uninspiring. It may well 
be better for the student to hear the claims of each system from 
the mouth of an exponent of it than to be fed with ready-made 
“evaluations ”’ under the guise of an objectivity which their author 
probably cannot sustain. 

Subject to such difficulties, inherent in its design, this book 
can be said to have succeeded remarkably well. Special praise 
is due to the descriptive chapters, which are rich in detail, well- 
informed and lucid. The account of British legislation and policy 
since the war and of the Soviet economic system are specially to 
be commended; both of these providing the most convenient 
summaries of their kind which the reviewer has seen. The 
summaries of doctrine (e.g., of Marxian theory) are less successful ; 
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possibly because to give depth and freshness to the exposition of 
a doctrine requires an insight deriving from sympathy. Never- 
theless (with one or two qualification to be mentioned later) they 
are very carefully and faithfully done, if sometimes lacking in 
subtlety or originality. Least successful are the chapters on 
evaluation. Superficially at least the balance is as well kept as 
any author could be expected to keep it (the chapter on the 
Failures of Capitalism being somewhat longer than that on the 
Successes of Capitalism, whereas rather more space is given to 
the Failings of the Soviet System than to its Accomplishments). 
But one sometimes has the impression that impartiality has 
become an artifice ; as when a number of rather spurious objections 
to Socialism (such as that it is “ un-American ”’) are solemnly 
paraded in order to be demolished as “‘ superficial ” (to clear the 
way for “ basic objections ’’), or doubt is expressed as to whether 
the fuel crisis of the 1946-47 winter in Britain was really due to 
the Government or to exceptional weather (p. 372), or about the 
truth of German plans for plundering the U.S.S.R. (pp. 510-11). 

Inevitably in a work of such generous dimensions there are 
special points which one is inclined to call in question: for 
example, the equation of Socialism with the social ownership of 
producers’ goods and of Communism, by contrast, with the social 
ownership also of consumers’ goods (p. 266); the statement that 
land or capital could not be priced by a trial-and-error process 
if it were in single ownership (p. 337); the neglect of the 
‘industrial reserve army” as a factor in Marx’s wage-theory 
(p. 240) and of his theory of “ price of production ” as distinct 
from “value” (pp. 172-82); the apparent confusion, in con- 
nection with Soviet data, between output-values expressed in 
the prices of a single base-year and output valued in the current 
prices of successive years which can only be made comparable by 
using an index number of price-changes (p. 508 and p. 597); 
the statement that the Soviet turnover tax is “‘ price determining ” 
rather than “ price determined ” (p. 539) or that monopoly is 
something “foreign to capitalism” (p. 87). Some of these, 
admittedly, are matters of interpretation on which opinions vary, 
and different readers may find different statements to question 
according to their points of view. But for so large a work in so 
controversial a field, it is surprising that such questionings are 
not more numerous. Judged by what it claims to be—a 
compendium of information and an introduction for the elementary 
student—the work has very substantial value. A surprising 
amount of incidental data is dexterously worked into it, from 
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statistics about productivity, productive capacity and income- 
distribution in the U.S.A. to a table of comparative output- 
figures for Soviet and American industry at various dates and 
details of the calorie intake of the British consumer. Teacher as 
well as student will find it a handy reference-book on a variety 
of topics. 
Maurice Doss 
Trinity College, 
Cambridge. 


Dynamique Economique. By Raymonp Ftorin.  (Soissons 
(Aisne): Imprimerie Saint Antoine: published by the 
author at 2 rue Charpentier, Soissons, 1948. Pp. 115. 
500 fr.) 


THE appropriate English title for this highly individualistic 
work would be ‘“ The General Theory of Interest and Money.” 
The first edition, here reviewed, is unfinished, certain chapters 
being represented only by a summary in the table of contents. The 
rest compresses within 115 pages a systematic development from 
first principles of a mathematical model of the economic system. 
The introduction prophetically remarks ‘‘Certains reprocheront 
sans doute & notre texte d’étre trop concentré . . .”; and it is 
certainly followed by a strong, if stimulating, draught of theory. 

M. Florin is “ an original, being no man’s copy.” He refers to 
having read Keynes, but only after his views were formed. He 
clearly believes that he is talking about a world of trade cycles 
but he hints only vaguely at the effects of unemployment and of 
changes in effective demand, so he is not marching in step with 
the Keynesian contingents. He admits to being influenced by 
Béhm-Bawerk, but apparently draws no overt inspiration from 
any modern economist. M. Florin is also an enthusiast, with a 
profound belief in his mission, and his faith removes mountains 
which the rest of us find distressingly solid. He will not, for 
instance, admit an index-number problem—that has been solved 
by M. Divisia. Either his compressed style or his enthusiasm lead 
occasionally to statements which cry aloud for explanation or 
qualification. What would Marshall, or a board of examiners, 
have thought of: ‘‘ En ce qui concerne la part du travail il n’y a 
aucune difficulté et les salaires sont déterminés par la productivité 
marginale du travail” ? 

The book is divided into three parts. The first is concerned 
mainly with definitions. The second builds up a theory of the 
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rate of interest in a non-monetary economy—what an elementary 
text-book might describe as “‘ the rate of interest as determined by 
real forces ’—and then discusses the movement, over the long 
period, of the stock of capital, production, consumption and saving, 
The third part discusses “the rate of interest as determined by 
monetary forces” in a crude version of the liquidity-preference 
theory. M. Florin then assumes that the utility of a marginal 
unit of money (i.e., of liquidity) is proportional to the work that 
money has to do, and thus to : 


Volume of production x Price level — Quantity of money. 


This exceedingly doubtful assumption leads to an equation, re- 
lating the price level to the volume of production, the quantity of 
money, the marginal productivity of capital and time. Various 
solutions are obtained for the price level in terms of time, including 
a demonstration of the growing instability of the price level as the 
marginal productivity of capital declines. A final chapter puts 
the whole thing in a simpler form, that the stability of money values 
depends on the equality of a “ natural” and a “ money ”’ rate of 
interest ; and the Remedy emerges, in the shape of a tax on money 
during slumps, and a tax on investment during booms. 

Before the Reader decides that he has heard all this before 
and returns his 500 francs irrevocably to his store of liquidity, it 
may be worth remarking that parts of M. Florin’s work are 
exceedingly stimulating. It would be no bad exercise for the third- 
year student to work through the definitions of economic quan- 
tities, and make sure that his mind grasps the full precision of the 
distinctions between (say) productivité pure, rentabilité pure, 
bénéfice de production, profit de production, superbénéfice de pro- 
duction and bénéfice de valorisation. The whole treatment of the 
“ real-forces”” rate of interest, with its explicit formulation of 
the effect of changes of relative prices, is distinguished by its care- 
ful and accurate mode of expression. There is work of good 
quality here, and we shall look forward to the appearance of M. 
Florin’s second and complete edition. 

C. F. CarTER 
Emmanuel College, 
Cambridge. 


Theorie und Praxis der modernen Einkommenbesteuerung. By F. 
Neumark. (Berne: A. Francke, 1947. Pp. 456. S.fr.35.) 


It is a curious circumstance that although in England we have 
a longer and more varied experience of the working of income 
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taxes than any other country, the best discussions of the subject 
seem all to come from abroad; one has only to think of Professor 
Seligman, Professor Jean L’Homme (whose Impét sur le revenue 
en Angleterre of 1939 is still a standard work), and now Professor 
Neumark (now of Istanbul) has added further to our shame by 
producing a really outstanding comparative study of modern 
income taxes. It will be an immense pity if the expense of trans- 
lating and republishing such a solid piece of work should stand in 
the way of its greater availability to English readers. 

The work is divided into two parts. In the first, general 
problems are discussed, mainly from the theoretical standpoint, 
but with frequent reference to the practical experience and 
special problems of particular countries, of whose income taxes 
Professor Neumark has an encyclopedic knowledge. Part II 
consists of a series of detailed and up-to-date studies of the working 
of income taxes in various countries—Great Britain, Germany, 
France and the U.S.A. About fifty closely packed pages are 
allotted to each; and shorter accounts of income taxes in Italy, 
Switzerland and Turkey follow. 

When so much has been provided it seems churlish to ask for 
more: but it may perhaps be suggested that (now that information 
can once more be collected) it would be a most desirable rounding 
off of the comparative study if the rich experience in income taxes 
of the Scandinavian countries, and also of the Netherlands, could 
also be included. This need not add materially to the size of the 
work and would greatly enhance its value. 

Between them the nine chapters in Part I discuss pretty well 
every subject relevant to the use of income taxes. Chapter 3 
contains a useful discussion of the definition of income for tax 
purposes, showing how similar-looking taxes in different countries 
may be completely different in effect, according as they are 
assessed (i) on actual annual income, whether adjusted to partic- 
ular personal circumstances or not; (ii) a conventional or notional 
income (a practice which may be used either because the revenue 
authorities cannot compass anything more accurate, or deliber- 
ately to avoid such difficulties as fluctuating incomes); or (iii) the 
concept is more or less inclusive of capital items. Chapter 5 
contains an informative account of the various means that have 
been adopted at various times and places to adjust the burden of 
income tax to ability to pay. 

Perhaps the two most interesting chapters in this Part are 
Chapter 8, which discusses income tax in relation to industrial 
fluctuations, and Chapter 9, which is concerned with the vexed 
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question of the shifting of income tax. On the first Professor 
Neumark very sensibly draws attention to the differences which 
may occur according as the tax bears on workers’ incomes on the 
one hand and company profits on the other, and is highly pro- 
gressive or more or less proportional. He is sceptical of the use of 
income taxes as anti-cyclical devices so long as the evasions and 
lacunz to be found in most existing income taxes are not dealt 
with first. 

Professor Neumark clings tenaciously to the view that there is 
something to be gained from discussing the incidence of income tax 
in terms of shifting (in the narrow sense of a direct effect on 
prices); but he picks his way carefully between the crude view 
(which still appears to be common in the U.S.A.), that particular 
price mark-ups are to be expected when rates of (net) income tax 
are raised, in exactly the same way as occurs when the rates of an 
outlay tax assessed on a particular good are raised, and the almost 
equally misleading view, frequently fathered on Ricardo, that 
income tax cannot be shifted because prices are determined by the 
costs of the marginal firm, which (by definition) has no taxable 
profits. Professor Neumark points out, however, that a workers’ 
income tax which leads to a proportionate increase in wages is, in 
fact, much the same as an outlay tax. 

The value of the book is much enhanced not only by two very 
complete indices, but also by a detailed analytical contents, which 
should enable the reader whose German is not very fluent to turn 
up the point he is after with a minimum of trouble. 


Ursuta K. Hicks 
Oxford. 


The Fiscal Impact of Federalism in the United States. By 
James A. Maxwetu. (Harvard Economic Studies 79, 
Harvard University Press (London: Geoffrey Cumberlege), 
1946. Pp. 427+ xvii. 28s.) 


Wirt this book Professor Maxwell continues the research 
into the fiscal problems of federalism which he began with his 
Federal Subsidies to the Provincial Governments in Canada. The 
enlarged scope of the enquiry has led to a substantially altered 
form of presentation : although the approach is again primarily 
historical, the material is organised around the main types of 
government expenditure—defence, justice, education, public 
assistance, relief and work relief, public works, roads, health, 
unemployment compensation—and of government revenue— 
public domain, income taxation, commodity taxation, death 
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taxes, government instrumentalities—instead of by types of 
federal-state fiscal arrangement. Each chapter combines a 
summary of the recent (to 1941) fiscal history of a particular 
budgetary item with a discussion of issues of principle and the 
lessons of experience. 

This method of presentation has the advantage of making 
the book a convenient reference-work on the federal aspects of 
particular government activities—although the five-year delay 
in publication is regrettable—but it seems ill-adapted to the 
author’s announced thesis that ‘“‘ American federalism has fiscal 
problems for which outright centralization is no cure.” It is 
difficult to derive from these specialised chapters any general 
view of the fiscal problems of American federalism and the 
standards which must be met in solving them, or of the progress 
already made in incorporating these standards in legislation. A 
discussion of general standards is provided in the concluding 
chapter; but the historical prologue, which might have provided 
a survey of recent trends in thought and legislation on federal 
finance, is instead devoted to the nineteenth-century background. 

The fiscal problems specifically attributable to federalism 
arise fundamentally from disproportionate allocations of fiscal 
resources and governmental functions to the different levels of 
government : in the United States, the post-revolutionary fear 
of war led to the granting of strong fiscal powers to the central 
government, while the major functions were vested in state 
(and local) governments. The disparity, which has become 
significant with the growth of government responsibilities since 
the nineteen-twenties, could be eliminated by constitutional 
changes re-allocating functions towards the federal government ; 
but while Professor Maxwell is not opposed to further centralisa- 
tion, he believes that the decentralisation of administration in 
a federal country has good justification, and that the solution 
lies rather in the further development of federal-state co-operation. 
It is for this reason that he analyses in such detail the history 
of existing arrangements in the main budgetary categories. 

On the expenditure side, the chief method for bridging the 
resources-functions gap has been the grant-in-aid, although 
tax-offsets have been used (with surprising success) to promote 
State provision of unemployment compensation. The grant-in- 
aid technique has raised several difficulties, chief of which is 
the dilemma emphasised by Professor Maxwell :— 


__ “Ina federal country, diverse standards are prevalent ; 
inter-area transfers are important; and therefore grants 
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should be tightly conditioned. But to surround federal 
grants with numerous conditions is to assume a homogeneity 
in state governmental needs which does not exist; to 
prescribe uniformity where there are deepseated reasons 
for diversity is an error.” 


Other problems emerge in the discussion of particular cases : 
matching requirements may distort the expenditure-pattern of 
states with limited resources (vocational education); with- 
holding of grants to enforce federal standards may penalise the 
wrong people (old-age pensions); grants to stimulate desired 
state activities may not ensure efficient or honest administration 
(work relief). 

On the revenue side, disproportion of resources to functions 
has led to multiple taxation, often on conflicting tax bases, and 
to attempts by states to exploit revenue sources which they are 
not equipped to administer. Professor Maxwell discusses the 
main reform proposals—crediting devices, federal collection 
with state sharing and transfers of tax jurisdiction. The first 
two encounter administrative problems, the last raises the 
question of compensation; the solution, Professor Maxwell 
argues, must be co-operative and general. 

In the concluding chapter the author attempts a theoretical 
analysis. The “ideal”? revenue-expenditure relationship indi- 
cated by an abstract model constructed on Pigovian lines is 
blocked in a federal country by the two impediments of con- 
stitutional rigidity and regional heterogeneity, impediments 
which may be aggravated by the grants-in-aid device. onditional 
grants may, however, be used to promote the “ideal” if a 
minimum standard is made the aim, services are grouped, and 
grants put on a variable-ratio basis related to per capita income. 
On the basis of this theoretical argument, Professor Maxwell 
proposes a series of moderate reforms of the American fiscal 
system. 

The book consistently maintains the level of careful scholarship 
set by the author’s earlier work. Aside from the doubts ex- 
pressed above about the form of presentation, it may only be 
suggested that, in view of recent changes in the scope of fiscal 
policy, the theoretical model in the Conclusion might have been 
broadened to include the requirements of a full-employment 
programme. 

Harry G. JOHNSON 
Jesus College, 
Cambridge. 
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The Monetary Problem of France. By Pierre DIETERLEN and 
CHARLES Rist. (New York: King’s Crown Press (London : 
Geoffrey Cumberlege), 1948. Pp. xvii + 98. 14s.) 


Tis is the second volume in the series prepared by the 
Carnegie Endowment for International Peace, on post-war 
monetary problems in Europe. (The first volume, Monetary 
Reconstruction in Belgium, by Leon H. Dupriez, was reviewed 
in the September 1948 issue of this JouRNAL.) The main body 
of the book is written by Professor Dieterlen, of the French 
National Economic Intelligence Centre, Professor Rist confining 
himself to a pungent Preface and Supplementary Chapter. 

Professor Dieterlen sees French monetary experience since 
the Liberation as part and parcel of the disorder since the collapse 
of the Gold Bloc in 1936. He therefore devotes much of his 
space to the conditions that have made a coherent policy ever 
since that date peculiarly difficult for France. The table of 
budget deficits, with its minus sign for every year from 1930; 
the lack of control of the banking system, despite the appearances 
of nationalisation; the disposition of the Liberation governments 
to rely on controls of the British type, though Britain had the 
advantage that her food supplies were largely channelled through 
the ports, while France depended on peasant production; and 
the strengthening of trade unionism by participation in Re- 
sistance : on points such as these the book is a mine of concise 
and valuable explanation. Perhaps the most convincing passage 
in the whole book is that giving the case against a deflationary 
operation of the Belgian type. 

On the other hand, I found the passages of theoretical analysis 
(especially those on pp. 14-15 and 48-51) unsatisfactory. The 
fallacy that a budget deficit is not inflationary if financed by 
long-term loans dies hard. ‘The theory of Productive Credit 
seems to have won a new lease of life in post-war Europe: as 
industrial production returned towards normal levels, more money 
was needed to finance the bigger volume of business, and this 
fact has been confused with the old banking view that credits 
to finance genuine production cannot be inflationary. 

In foreign exchange policy Professor Rist puts forcefully his 
case for free exchange rates. He believes that Marshall Aid will 
inspire confidence which will bring out the hoards of gold, so 
providing the French authorities once more with international 
reserves, while the balance-of-trade problem is solved by the 


“rather freely’ fluctuating exchange rates. (A passage on 
No. 235—VvOL. LIx. GG 
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pp. 64-5 makes me wonder whether Professor Dieterlen agrees.) 
Professor Rist castigates the I.M.F. for objecting to free gold 
markets, which, according to his analysis, would help to solve 
the problems. His argument appears to miss the point that the 
I.M.F. would agree to adjustments (perhaps fairly often for a 
time) of the exchange rate and that its really strong objections 
are to multiple exchange rates and the gold-price devices which 
have the same effect. It is these devices that might properly be 
described as ‘“‘ contrary to the very aims of this institution.” 

I have perhaps been unduly critical, but I cannot escape 
the feeling that this book reflects the confusion of French monetary 
thought. The weakness of a monetary system is that it allows 
a community too easily to begin to do too many things at once. 
Then, when the trouble does appear, it takes the shape of a 
monetary crisis and purely monetary remedies are thought 
appropriate. When the monetary remedies prove inadequate, 
the fatalistic opinion that “things are in the saddle” causes a 
swing to the other extreme. At either extreme, plausible 
arguments are available, and it is extraordinarily difficult to 
achieve a sound synthesis of monetary policy with other branches 
of economic policy. That France has not achieved such a 
synthesis this book bears witness all too clearly. But perhaps 
France will yet muddle through. 

R. 8. Savers 
London School of Economics. 


The Monetary Policy of the Reserve Bank of India. By K. N. 
Raj. (Bombay: National Information and Publications 
Ltd, 1948. Pp. 177. Rs. 12/-.) 


Dr. Ras has rendered a valuable service to students of public 
finance by writing this book on the operations of the Reserve 
Bank of India during its early years and the motives by which 
these operations were guided. The theme of the book, suitably 
illustrated with statistics and charts, was well chosen for various 
reasons. The Reserve Bank of India, which entered on its 
duties in April 1935, was one of the many Central banking 
foundations which owed its creation to monetary developments 
after the 1914-18 war. This was a period of collapsing currencies 
and chaotic conditions of Government finance in many countries. 
Currency stabilisation was an urgent need. The most promising 
route to this end was held to be the vesting of the responsibility 
for monetary management in the hands of strongly established 
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Central banks, exercising powers vested in them by statute 
and as far as possible independent of the State. Thus after a 
long political struggle the Reserve Bank of India was based on 
the shareholder principle and, though in intimate relations with 
the State, the Bank was to be free of Government interference 
in its day-to-day work. As in the case of the Bank of England, 
the statutory position in India has now changed and the Reserve 
Bank has become a State institution. Dr. Raj’s book thus deals 
with the first distinctive phase of the Bank’s existence. 

But the early record of the Reserve Bank also merited examina- 
tion for other reasons. It represents the case of a Central Bank, 
exercising its functions in an economy linked on the monetary 
side with sterling by the maintenance of the parity of the rupee 
at ls. 6d. sterling. Dr. Raj indicates the limitations (not neces- 
sarily disadvantageous) that such a situation imposes on the 
freedom of the central monetary authority. At the same time 
he holds that it was open to the Bank to have made a bolder 
approach than it did to the distributional problems in monetary 
management. Dr. Raj explains the lack of success in the efforts 
to develop a bill market in India largely to the reluctance of 
moneylenders and indigenous bankers to accept the discipline 
which participation in the reserve system involved. 

This illustrates one of the most interesting topics covered in 
the book, namely the influence to be expected in an undeveloped 
economy from the introduction of an advanced organ of monetary 
control. Dr. Raj sets forth the various attempts made by the 
Reserve Bank to extend the benefit of low money rates to the 
agriculturist through the medium of the ‘ scheduled” banks, 
included in the Reserve system, and to the later and more 
promising efforts through the Provincial Co-operative Banks. 
The Reserve Bank was certainly hampered in this side of its 
work by the intractabilities of the Indian economic structure. 
Dr. Raj cites the case of an indigenous banker, who wrote to the 
Reserve Bank: ‘ Our business is based on strict secrecy and it 
will greatly hamper our business if we make up our minds to 
show our account books... .” Dr. Raj holds that a real 
reform that would overcome the rigidity of the present situation 
would have to present the rural masses with an adequate sub- 
stitute for all the services that the moneylenders and indigenous 
bankers have so far provided. This raises the question of the 
proper scope of a Central Bank’s activity. The case for strict 
restriction of these activities is strong, as the Reserve Bank 
enjoys a privileged position, but if the new tasks cannot be 











438 THE ECONOMIC JOURNAL [SEPT, 


undertaken by a commercial bank, it may perhaps in the case 
of an undeveloped economy such as India’s be necessary for 
some official agency to undertake them. But this still leaves 
open the question whether this should be the Reserve Bank. 

In the course of his study Dr. Raj gives a critical appreciation 
of the theoretical background of central banking in the cir- 
cumstances of India and deals with the Bank’s capacity to 
regulate the supply of money by open-market operations in 
securities and in sterling exchange, which were largely governed 
by the need of ensuring that the sterling requirements of the 
Government were duly provided. This leads to a discussion 
of the methods adopted to finance the shortage of rupee resources 
needed to cover the war-time requirements of the Government 
of India and other Governments, notably the United Kingdom, 
whose purchases of war-like stores, foodstuffs and such-like in 
India greatly exceeded the value of goods imported. This was 
the genesis of the “sterling balances” on the one side and the 
inflationary process on the other. Dr. Raj remarks that “ of 
the total deficits of Rs. 3000 millions incurred in India between 
September 1939 and March 1946 not more than Rs. 800 million 
were met by borrowing from the public,” and that “nearly 
two-thirds of the deficits were financed by the direct expansion 
of the liabilities of the Reserve Bank.’’ The inflationary phase, 
the climax of which Dr. Raj dates in the first half of 1943, nearly 
precipitated disaster, but a more active policy in the monetary 
field and by Government in the matter of economic controls in 
1943 restrained the inflation just in time. Its recrudescence 
shows, however, that the menace is still likely to test the resource 
and will-power of the authorities. 

The later chapters of the book deal with this episode of Indian 
finance, including the repatriation of India’s external debt, and 
contain Dr. Raj’s suggestions for future developments. The 
war brought tremendous problems to the Reserve Bank in its 
early formative years. Whatever shortcomings there may 
have been in coping with these problems, no reader of Dr. Raj’s 
book is likely to challenge the view that the creation of the 
Reserve Bank was timely and has equipped India with an organ 
whose value will be increasingly recognised in the new period 
of history that self-governing India has now entered. 

Ceci, Kiscu 
London. 
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Primitive Money in its Ethnological, Historical and Economic 
Aspects. By Pau Ernzic. (London: Eyre and Spottis- 
woode, 1949. Pp. 517. 25s.) 


No doubt, unduly simple views of the nature of money have 
limited the activities of many field-ethnologists and prevented 
properly detailed investigations into the existence of money and 
its functions amongst primitive peoples. Yet economists, on the 
whole, have not profited from what information is available, 
and have adopted grossly simple views of the origin and develop- 
ment of monetary systems, assuming, without evidence, a more 
or less linear development of monetary systems from an initial 
state of barter. Dr. Einzig’s book serves as a warning to 
ethnologists and economists alike. In a masterly summary of 
the available material, recalling Sir James Frazer’s encyclopedic 
collection of a different kind of material in The Golden Bough, 
Dr. Einzig presents the relevant facts about the uses of money 
(provisionally defined in a wide and elastic manner) amongst 
primitive peoples still surviving, without neglecting the evidences 
of prehistory and history. Clearly, ethnologists have missed 
many opportunities of delving deeper, and some of us, who have 
worked in the field, will feel that they should have done better ; 
while economists, who play with theories of the origin of money, 
are revealed as indulging in pure fantasy. 

While the principal value of the book lies in the data assembled, 
representing an enormous labour, as the excellent bibliography 
shows, economists will, no doubt, be more interested in the 
theoretical sections. Adopting a reasonably elastic definition 
of money, which precludes the use of such simple criteria as medium 
of exchange or standard of value, the author devotes some space 
to consideration and criticism of the various theories of origin 
that have from time to time been suggested, and the conclusion 
seems to emerge that money has originated and developed by a 
multiplicity of routes. In particular, there is little evidence for 
the view that money has evolved merely as a rational device for 
overcoming the difficulties of barter—it is, indeed, not uncommon 
for highly developed monetary systems to exist alongside a 
flourishing system of barter-exchange. Even less evidence 
exists for the generalisation that credit is the last refinement of a 
monetary system to emerge—in fact, we find clear indications 
of the decay of well-developed systems of credit in barter- 
economies, as money has come to take the place of credit. 

In sections devoted to the value of primitive money and 











440 THE ECONOMIC JOURNAL [SEPT, 


primitive monetary policy, Dr. Einzig is faced with peculiar 
difficulties. In this particular field monetary theory is by no 
means settled even in its application to a modern western society, 
in spite of the all-embracing nature of a single price-system and 
fully developed arbitrage. Where, under primitive conditions, 
markets are conspicuously imperfect, currencies often multiple, 
exchange by barter flourishing alongside exchanges against money, 
the concept of price-level, or even system of prices, may have 
little meaning, and the applicability of such analytic devices as the 
quantity theory is questionable. Moreover, ethnologists have 
not, until recently, set themselves to observe with any care such 
phenomena as price-formation and price movements. 

This book should, and it is Dr. Einzig’s hope that it will, 
encourage further research by ethnologists in this important 
field. It is a field that has been too little explored, and the 
material is fast disappearing. That an economist, well known for 
his incursions into contemporary monetary problems, should have 
switched his labours with such success into a field so alien in its 
approach, if not altogether in its materials, is a challenge alike 
to ethnologists and economists. 

W. E. ARMSTRONG 
University College, 
Southampton. 


Company Annual Reports to Stockholders, Employees, and the 
Public. By Taomas H. Sanpers. (Harvard University : 
Division of Research, Graduate School of Business Admini- 
stration, 1949. Pp. xiii + 338. $3-75.) 

Tuts American survey and resultant study of corporate annual 
reports is a painstaking piece of work much concerned with the 
presage of popular responses to the form and content of such 
documents. It is well written and well produced, and as one 
might expect there is emphasis upon those drafting requirements 
which make for a true and fair disclosure of stewardship. There is 
an air of confidence about business enterprise in America which 
suggests that it has everything to gain from responsible reporting, 
and Professor Sanders is not slow to quote a comment of Sir Henry 
Clay’s when visiting the University of Pennsylvania in 1947, to 
the effect that “‘ the so-called capitalist system, so far from failing, 
has been almost too successful in the interests of its own survival; 
it has encouraged the great mass of our population to believe that 























1949] SANDERS : COMPANY ANNUAL REPORTS 441] 


the increase in wealth is easy and inevitable, and depends no 
longer on incentive and appropriate organization . .. .” 

Adopting the familiar institutional standpoint of account- 
ants, Professor Sanders divides the contents of his study into three 
main parts. The first deals with the scope and problems of the 
annual report itself, the second is delineated by the caption “ the 
parties of interest give their views,” while the third has the 
character of a monograph on accounting practices. 

American reports are growing into something more than a 
means of information to stockholders. The larger companies 
regard it as a public duty to disclose all material facts concerning 
their enterprises on the grounds that the more is known about them 
the greater is public confidence in them. As a consequence, the 
American corporate annual report is coming to be looked upon as 
a vehicle of public relations. Professor Sanders takes the point 
that the businessman is really engrossed in producing goods to 
satisfy human wants, “in maximum quantity, in satisfactory 
quality, and as efficiently and cheaply as possible.” To this end 
he must organise his resources to the best possible advantage, 
a by no means easy task. So occupied he is working as much for 
his customers and employees as for his stockholders. Thus, con- 
cludes Professor Sanders, ‘‘ he must confine himself, in his annual 
reports, to telling of his problems and his efforts to deal with them 
as directly and convincingly as he can, and hope that a plain tale 
truly told will do the job.”” There can be little question that this 
prospect of the function of the annual report is unassailable. 

One interesting American development, well ventilated in 
this book, has to do with the use of the annual report as a means 
of interesting employees in the financial results of a company and 
the operating policies of its management. Some companies have 
gone to the length of distributing their annual reports to all their 
employees, and there is a degree of evidence to show that some of 
the recipients are genuinely interested in the contents of these 
documents. 

It is well that Professor Sanders should bring the weight of his 
experience to bear upon the importance of objective standards of 
measurement, as exemplified by acceptable principles of account 
(so far as they go), in the construction of those financial statements 
which constitute the foundation material of all annual reports. 
At one point in his book he tells us that, in 1946, of the 525 com- 
panies surveyed 21-7% presented a single-step income statement, 
many of which classified costs by factors of production. The latter 
comment should please many applied economists, for it marks the 
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beginning of a serviceable economic classification in published 
accounts. 

There is much to be said for the furtherance of a better under- 
standing of the problems and practices of business administration 
with a view to contributing towards their improvement. Such 
was the practical research standpoint informing the conception 
and carrying out of this work. Nevertheless, we cannot but regret 
that authors of business studies never seem to feel any vital 
necessity to pass beyond the expedient boundaries of utilitarian 
purposes. For example, although Professor Sanders does not 
neglect the case for uniformity in accounting presentations, parti- 
cularly within industries, he has evidently not felt it necessary to 
carry his study through to the deeper underlying issues of invari- 
ance as thought of in relation to both the form of accounts 
(whether applied to persons, institutions, governments or nations), 
and the standards of accounting measurement. So to have done 
might have contributed to our knowledge of the formal economic 
accounting pattern of the business enterprise sectors of national 
economies, thereby helping forward the practical development of 
social accounting. 

F. SEWELL Bray 
Department of Applied Economics, 
Cambridge. 























NOTES AND MEMORANDA 
OFFICIAL PAPERS 


TRANSPORT IN IRELAND 


Céras IompatrR EIREANN (the Irish Transport Company) in- 
corporated on January 1, 1945, under the authority of the Irish 
Transport Act, 1944, operates a considerable and diversified trans- 
port system throughout Southern Ireland. The financial results 
of C.I.E.’s operations have been unfavourable, increasingly so 
since 1946. In 1948, Sir James Milne, formerly of the G.W.R., 
assisted by two British railwaymen and the Director of the Hays 
Wharf Cartage Group were asked to “ review the position. . . and 
report to the (Irish) Minister for Trade and Commerce ”’ on the 
means of restoring “‘ the financial position of the public transport 
companies ”; co-ordinating “ rail, road and canal transport ”’ and 
ensuring ‘‘ the most efficient and economical transport system.” 
Their report } suggests certain economies, including a 5% cut in 
staff, and proposes an increase in passenger fares and a more 
intensive exploration of the revenue-earning possibilities of 
excursion tickets and other concessions. An increase in the duty 
payable by long-distance hauliers was also to be expected; but 
another suggestion for establishing a “‘ fair basis’ between C.I.E. 
and its competitors is more novel. Railways, inland waterways 
and public roads, it is affirmed, are all parts of a national highways 
system. Responsibility for this system should be vested in a 
Central Highways Authority. Carriers, whether by road, rail or 
waterway should contribute to the combined costs of all these 
highways upon “a fair and equitable basis.” The railways in 
future will thus pay for the use of their tracks rather less than the 
present costs of maintenance. The Highways Authority will 
have to find the balance estimated, on 1947 figures, at about 
£500,000. This sum, it is suggested, might be raised by a general 
increase in the (motor) fuel duty. A good case can be made out 
for relieving the railways of that part of their overheads which 
is represented by their nominal capital and the costs of main- 
taining lines no longer required for strictly commercial purposes. 
But there is surely no case at all for levying these expenses, or 


1 Report on Transport in Ireland, 1948. (Dublin: The Stationery Office. Folio. 
Pp. 85. 3s. 6d.) 

















444 THE ECONOMIC JOURNAL (SEPT, 


any part of them, on to their rivals the road carriers, who neither 
need nor use these expensive and economically obsolescent railway 
tracks ? 

Equally debatable are the proposals for the future of road 
transport. C.I.E. is recommended to withdraw its own road 
services as it can improve rail connections between the same 
points. “‘ The activities of independent road operators for reward 
should be restricted to local services, to services in special areas or 
on routes where they would not be competing with the railways 
and canals”’ (!). They and private carriers are reminded that 
“the interest of individual traders who desire to use their own 
vehicles, and of licensed operators providing only a limited service, 
should be subordinated to the interest of the majority who have to 
rely on public services.” These drastic recommendations are 
based upon two surprisingly naive propositions. First, that “ the 
independent haulier and merchant user should supplement and 
not supplant the public service ’’ and second, that “ it is clearly 
in the national interest that as much traffic as possible should be 
conveyed on the railways and canals.” 

Sir James Milne and his colleagues have done their work 
thoroughly and in detail. Their Report can be commended as a 
comprehensive study of the Irish Transport system, even down to 
the condition of the hedges and the width of the swathes scythed 
alongside the tracks. There is, however, presupposed throughout 
a complete coincidence between the interest of established public 
carriers (particularly railways) and the general welfare of the 
community. Their recommendations for the co-ordination of road 
and rail are important, consequently, more as an expression of the 
railways’ case against road competition and the public carriers’ 
against the private user. They can not possibly be defended as 
a basis for the future policy of a transport system part of which 
is now to be owned outright by the State. If, indeed, new 
methods of performing public services were to be confined to 
supplementing but not supplanting the old, just because the 
financial interests of the latter were prejudiced, technical progress 
in industries clothed with a public interest would be stopped 
except on terms acceptable to the officials who manage them. 

GILBERT WALKER 
University of Birmingham. 
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THE INTERNATIONAL BANK FOR RECONSTRUCTION AND 
DEVELOPMENT ! 


By August 10, 1947, the International Bank for Reconstruction 
and Development had granted two loans—one of $250 million to 
France, and one of $195 million to Holland (of which $4 million 
was subsequently made available in Swiss francs). During the 
year covered by the Third Annual Report, the process of making 
loans in Europe continued until it was interrupted by the launch- 
ing of the European Recovery Programme and $40 million was 
lent to Denmark, $12 million to Luxembourg (partly in the form 
of Belgian francs) and $12 million to four Dutch shipping com- 
panies (the loans being guaranteed by the Dutch Government)— 
partially in recognition of the “substantial progress in the re- 
construction of the Dutch economy.”’ In addition, loans of $16 
million were promised for Chile, on condition of a guarantee being 
forthcoming from the Chilean Government. And (in September, 
1948) the Bank had under consideration projects in more than 
twenty countries and had sent technical missions to thirteen 
countries. 

Further loans in Europe had been “ precluded primarily 
because of the uncertainties which have existed, first with regard 
to the content of the European Recovery Program and later 
with respect to the manner in which loans by the Bank could best 
be brought into harmony with that program.” But “the Bank 
proposes to consult with the OEEC and ECA with respect to 
prospective loans to any of the participating countries. The 
Bank will also keep itself continually informed with respect to the 
activities and policies of the OKEC and ECA.” 

“So far as concerns other areas of the world, large-scale Bank 
financing has not yet been possible, due largely to the length of 
time required for the preparation of specific projects up to the 
point when they are ready for financing. In part, too, it is due 
to the need in some cases for the borrowing country to take steps 
to rectify unsound economic and financial conditions which affect 
its credit.” 

This Report has to be. read against the background of the 
Bretton Woods Articles of Agreement, which provided that 
among the purposes of the Bank were “‘ to assist in the reconstruc- 
tion and development of territories of members . . . including the 

1 International Bank for Reconstruction and Development. Third Annual 


Report, 1947-48. (Washington, D.C.: International Bank, 1948. 10}. Pp. 
48.) 
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restoration of economies destroyed or disrupted by war, the 
reconversion of productive facilities to peace-time needs .. .”: 
and “‘ to assist in bringing about a smooth transition from a war- 
time to a peacetime economy.” It is sad also to recall the opening 
speech at the first meeting of the Second Commission of the Bank 


in July 1944, in which Lord Keynes said : 


“ It is likely, in my judgment, that the field of reconstruc- 
tion from the consequences of war will mainly occupy the 


proposed Bank in its early days. But. . . there is a second 
primary duty laid upon it, namely, to develop the resources 
and productive capacity of the world . . . and so to order 


its operations as to promote and maintain equilibrium in the 
international balances of payments of all member countries.” 
(The New Economics, edited by S. E. Harris, p. 397.) 


One of the difficulties to which attention is drawn is “ the 
fact that the Bank has not been able to obtain consent to the use 
of larger amounts of non-dollar capital, or to the sale of non- 
dollar bonds in markets outside the United States.” However, 
this is not a review of the Bank but of its Third Annual Report. 
One of the few constructive suggestions which it makes is the 
remarkably unpromising one that countries might be asked to 
invest part of their foreign-exchange reserves in the Bank’s dollar 
securities. One would have preferred to read of some outcome to 
Lord Keynes’ emphasis, in the same speech of 1944, on “the 
underlying conception of a joint and several guarantee of all the 
member countries throughout the world, in virtue of which they 
share the risks of projects of common interest and advantage even 
when they cannot themselves provide the lump sum originally 
required, thus separating the carrying of risk from the provision 
of funds ’—the risk premium being one which “ reckoned on strict 
commercial principles may be beyond the capacity of an im- 
poverished borrower to meet.” Instead we are reminded, in un- 
imaginative and apologetic fashion, of the economic and political 
instability which prevails in many countries and of the need in the 
case of some of them to re-establish credit before the repayment 
prospects of a Bank loan can be regarded as sufficient. Also the 
Bank’s resources are limited (some discussion of the nature of such 
limitation would have been useful). These considerations perhaps 
explain the statement that : 

“Tt seems clear that the real measure of the Bank’s 
effectiveness will be, not so much the number or amount of 


its loans and guarantees, significant as they may be, but 
rather its success in influencing attitudes—in promoting a 
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realistic, constructive approach to development problems on 
the part of its members and in fostering a greater degree of 
confidence among investors.” 


The Bank should be well equipped for such a role. Inclusive of 
provision for taxes and of contributions to staff benefits, salaries 
and wages in the year ending June 30, 1948, came to $2,804,107 
(on August 31, 1948, the staff consisted of 435 persons). In 
addition, the cost of travel was $447,981. The budget for the 
current year indicates yet higher figures. Until some of the work 
done in the Bank is published (in the real sense of the word, 1.e., 
so as to be available through booksellers) it is difficult to assess 
what kind of return the world is getting on its outlay. (The 
Administrative Budget provides for ‘‘ books and printing ” in the 
year ending June 30, 1949, only $95,800, representing a negligible 
increase on the previous year.) But possibly the staff are, and 
will remain, fully occupied in representing the Bank at the 
numerous meetings (one is not surprised to read that “ this has 
imposed a severe strain ’’) of other international bodies which are 
concerned with influencing the attitude on economic questions of 
their members, and in maintaining close liaison with such bodies. 
Whether the results achieved by the Bank, and by the other bodies 
engaged on regional and international economic questions, justify 
the absorption of so many eminent and promising economists is a 
question of the utmost importance on which a Report of this kind 
cannot be expected to throw much light. 
R. F. Kann 
King’s College, 
Cambridge. 














OBITUARY 


WesLEY C. MITCHELL (1874-1948) 


WirH the passing of Wesley Clair Mitchell, the economics 
profession has lost a pioneer who established quantitative 
research on an enduring foundation and who broadened the 
horizon of economics in general. Wesley C. Mitchell was born 
in Rushville, Illinois, in 1874, the second of seven children. 
His grandparents were farmers in Maine and western New York. 
His father was a physician, and served in the Medical Corps of 
the Union Army during the Civil War, achieving the rank of 
brevet-colonel. Wounds he received in that conflict forced him 
eventually to give up his medical practice and turn to fruit- 
farming. He finally settled in Decatur, Illinois, and all the 
children helped with the farm-work. But young Mitchell, as 
the eldest son, had special responsibilities, and thus came to 
know the problems of farming at first hand. Thanks in good 
part to the interest of a great-uncle who lived with the family, 
and who was a typical Yankee jack-of-all-trades, he acquired a 
facility in the manual arts that proved an effective outlet when- 
ever he drove himself beyond the limits of fruitful activity in 
the intellectual realm. 

By the time Mitchell was finishing his junior year in the local 
high school in 1891, and the family was seriously considering 
the college possibilities, it became known that a fine university 
would open in nearby Chicago the following year. Not only 
would it provide adequate training but it was also close enough 
to home for Mitchell to help on the farm during vacation periods. 
Inquiries disclosed that the senior year at the local high school 
would not prepare him for the entrance requirements, so he 
spent that year studying by himself, and with the help of a 
short period at a “ coaching academy ” in Chicago, he was able 
to enter the first class of the University of Chicago. This proved 
to be an excellent opportunity, for during Mitchell’s years at 
Chicago, the university harboured a veritable galaxy of pioneering 
spirits. There were, to name but a few, Thorstein Veblen in 
economics, W. I. Thomas in sociology, John Dewey and George H. 
Mead in philosophy, A. A. Michelson and R. A. Millikan in 
physics and Jacques Loeb in physiology. 
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Mitchell had planned to specialise in the classics, because 
in the process of preparing for the entrance examinations he 
had been moved by the poetry of Horace. He soon shifted to 
economics and philosophy, but his love of satire remained an 
element in his work, and had not a little to do with the failure 
of some of his over-serious readers to appreciate the subtlety 
of his views. In the field of economics he was inspired largely 
by Veblen—another satirist, incidentally—and J. Laurence 
Laughlin, the “head professor” of political economy; in 
philosophy he was attracted to Dewey and to Mead, who worked 
along Dewey’s lines. In writing of the influence of that “ dis- 
turbing genius’ Veblen, Mitchell said that “‘no other such 
emancipator of the mind from the subtle tyranny of circumstances 
has been known in social science and no other such enlarger of 
the realm of inquiry.”” And of Dewey, he said, “no less effec- 
tively than Veblen, though with a different emphasis, Dewey 
helped an economist to drag the psychological preconceptions 
lurking behind theories of value and distribution into conscious- 
ness, and to see how they stood in the light of current knowledge.” 

The influence of Laughlin was more complex. Of him 
Mitchell wrote that he “‘ revered the body of economic doctrine 
expounded by Mill and revised by Cairnes.”’ Laughlin laid down 
the “truths” of economics in such dogmatic manner, that he 
aroused the critical faculties of the abler students. The saying 
went that they got the “ truth from Laughlin and had it explained 
away by Veblen.” But one positive aspect of Laughlin’s work 
deeply colored Mitchell’s thinking; Laughlin broke with 
orthodoxy on the quantity theory of money. To understand 
this we must look back to the great public issue of Mitchell’s 
college years: the controversy over “free silver” and the 
demand for the return to the bimetallic standard. The free- 
silver men contended that the declining trend of prices since 
1873 was caused by the Coinage Act of that year which had 
demonetised silver, and thus resulted in depression and un- 
employment. Their argument was avowedly based on a simple 
version of the quantity theory of money : the supply of “ standard 
money ”’ determined the level of prices, and consequently the 
Coinage Act, or “ the crime of 1873,” which caused a reduction 
of “standard money ” by preventing the use of silver as money 
in the face of an ever-increasing volume of trade, was responsible 
for the decline of prices; a return to bimetallism would restore 
prices to a “stable” level. The contest reached its climax in 
the presidential campaign of 1896. 
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Laughlin had begun his academic career in the middle seventies, 
just about the time this issue came to the fore, and much of his 
energies went into attacking free silver. In the nineties he 
flatly denied the validity of the quantity theory. The theory 
that prices are determined by the quantity of money, he felt, 
had no deductive, and certainly no inductive foundation, and 
he encouraged his abler graduate students to investigate the 
theory. But while Laughlin contended that the “heresy ” of 
free silver must be outlawed, he succeeded in getting his students 
to question what Mitchell later termed the simple “ mechanical 
view’ in which the quantity theory was presented, and to 
emphasise the business considerations that enter into determining 
prices. 

Mitchell’s keen interest in monetary problems pleased 
Laughlin, and upon his graduation in 1896, Laughlin helped 
him to obtain fellowships for the next three years. Mitchell 
spent the second of these years abroad, first studying with 
Johannes Conrad at Halle, and then with Carl Menger at Vienna. 
In 1899 he received the degree of Doctor of Philosophy summa 
cum laude. After a year with the United States Census Office, 
he returned to the University of Chicago as a teacher. 

Meanwhile, since 1896 Mitchell had been working primarily 
on a subject which had been suggested by Laughlin for his doc- 
toral dissertation; namely, the history of the greenbacks At the 
time of its origin this topic was far from merely an academic one. 
The greenbacks were the inconvertible paper money which the 
United States Government issued during the Civil War, and 
only after considerable controversy was legislation passed 
providing for their convertibility into specie in 1879. But 
“‘ greenbackers ”’ continued to have a strong following, and 
they rested their case on much the same grounds as the “ free- 
silver’ forces. There was no little feeling in 1896 that agitation 
for greenbacks would be intensified, whether “free silver ’’ won 
or lost. 

Mitchell’s study which had begun as a short dissertation 
stretched into a prolonged inquiry, for he found that the debate, 
which had been carried on in good part on a level of irresponsible 
reasoning and loose fact-gathering, demanded careful statistical 
treatment. Instead of assembling the theoretical arguments, 
he began to gather all “the well-authenticated statistical 
material on the subject” and to combine it with “ speculative 
analysis.’”” Seven years after he had begun his work, he published 
the first instalment, covering merely the war years, under the 
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title, A History of the Greenbacks, with Special Reference to the 
Economic Consequences of Their Issue: 1862-65 (1903). The 
guiding theoretical point of the volume was that while the 
existing system of money payments—he later called it the system 
of prices—constituted an organic whole, changes or disturbances 
in one area did not immediately cause equivalent changes or 
adjustments in other areas. Not only did he find striking 
fluctuations in the broad categories of wages, interest, rent and 
profits, but also in their subdivisions. Mitchell felt, however, 
that the topic had more ramifications than he had originally 
investigated. He therefore prepared statistical apparatus for 
a more thorough-going analysis for the entire period from 1862 
to 1879, and this appeared as Gold, Prices, and Wages Under the 
Greenback Standard (1908). The two volumes together are to 
this day the most comprehensive study of the workings and the 
“economic disturbances”? of the greenback standard in the 
United States. 

Meanwhile, as the political struggle over and general interest 
in monetary standards waned, Mitchell began to see the problem 
in a larger way. He was now passing through his most germinal 
years. There was a sharp change of scene—this was the period 
that he spent in the Far West at the University of California— 
from 1903 to 1912. He launched upon a comprehensive study 
of the economic system which he called first, ‘‘ The Theory of 
Prices;”’ then, “The System of Prices,” and finally, “ The 
Money Economy.” He was inspired by the example of Werner 
Sombart’s impressive Der moderne Kapitalismus, Georg Simmel’s 
Philosophie des Geldes and, of course, Veblen’s famous paper of 
1900, “Industrial and Pecuniary Employments.’” Whereas 
in his greenback studies he had experienced a quick progression 
from abstract doctrine to statistical analysis, there had now 
occurred a slower and more ripening progression from a monetary 
study to the study of the whole economic system in all its varied 
phases. 

Mitchell read voluminously over a wide field, ranging from 
the latest studies in anthropology to the works of the as yet little- 
known Knut Wicksell; he prepared outlines and preliminary 
drafts of chapters that ran into hundreds of pages. He was 
especially interested in the contributions of compilers of index 
numbers, and the writers on crises and depressions. Index 
numbers, he stated in a draft, provided relatively full and exact 
information on the character of price fluctuations, and rendered 


many ideas more precise. They revealed the differences and 
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similarities of the price changes of different articles in the same 
market and of the same article in different markets; the relations 
between wholesale and retail prices, as well as the relations 
between the prices of raw materials and manufactured articles. 
Moreover, index numbers helped to determine the extent of the 
influence of “‘ cycles of business activity’ on prices as against 
that of changes in the production of precious metals. Again, 
index numbers could reveal better than arm-chair speculation, 
the correspondence in the movement of the price-level in different 
countries. Finally, the price-tables helped, at least in part, to 
show the interrelations of the various parts of the price system— 
the influences of fluctuations in the price of one good on thet of 
other goods. 

As for writers on crises and depressions, Mitchell pointed 
out that like the compilers of index numbers, they had the 
advantage of starting with a concrete problem. 


“To them the price movements are one phase of a 
general dislocation of economic relations, intimately con- 
nected both as to cause and consequence with such other 
phenomena as changes in investment of capital, business 
failures, shrinkage of production, lack of employment, 
variations in the reserves of banks, etc. They are con- 
cerned moreover with those phenomena as parts of a process 
in which all the inter-related facts develop together. These 


facts lend to their discussions a realistic air. . . . Their 
explanations, so far as they succeed in giving them, are 
explanations of economic experience, not ... of what 


would happen under unreal hypothetical conditions.” 


Already by 1905 Mitchell was giving a course on the subject, 
entitled ‘‘ Economic Crises and Depressions ” which dealt with 
“‘ recurrent fluctuations of business activity.” 

The broad study occupied Mitchell for approximately five 
years, while he was also completing the second volume on green- 
backs. Its aim, he wrote in an outline dated March 1908, was 
to work out the logic and technique of the money economy, to 
show how it affected men’s actions and habits of thought, how 
they reacted against it, and how the facts developed in the inquiry 
were explained by current economic theory. Its defects, he 
felt, would be lack of adequate statistical and historical data, 
and the generality of the discussion. ‘‘ A point of view has been 
developed speculatively : scientific method requires that it be 
tested by far more extended research. That, however, is a work 
for many men.” 

From this groundwork sprang practically all of Mitchell’s 
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later products. While that inquiry never appeared as an 
integrated whole, various parts were published. From the draft 
chapter, ‘‘ The Price System and the Consumption of Wealth,” 
which referred to the “ pathetic plight of the consumer as a 
judge of goods,” came that delightful essay, “The Backward Art 
of Spending Money ” (1912),! with its sly questioning of the 
“ orthodox ”’ view of the role of the consumer. From other parts 
came ‘The Role of Money in Economic Theory” (1916), a 
critique of the neglect of the creative importance of money by 
traditional economics. By far the largest segment was woven 
into Business Cycles (1913). 

As America experienced another crisis in 1907, Mitchell’s 
interest in cycles naturally deepened, at the same time that his 
transfer for a year in 1908 to Harvard created a break that was 
favorable to a change of perspective. On his return to California 
in 1909, he initiated a detailed statistical inquiry, grounded on 
simple techniques that furnished the basis of Business Cycles. 
The massive volume consisted of three parts. “‘The Problem 
and Its Setting’? comprised the leading current theories of 
business cycles, a sketch of the organisation of the money economy 
and a year-by-year record digested from leading financial journals 
of cyclical fluctuations in the United States, England, France 
and Germany from 1890 to 1911; the second part contained 
statistical data and analyses. Woven out of the observations 
supplied by these two parts was the theoretical portion. This 
final part, ‘“The Rhythm of Business Activity’ presented a 
“realistic account of what goes on within a business cycle.” 
His theory was that business cycles were not ‘“ natural” nor 
were they the outcome of strictly industrial forces; rather they 
were a product of the peculiar institutions and habits associated 
with the money economy. 

His primal aim in the famous treatise was to show how the 
“technical exigencies ”’ of the money economy subject economic 
activity to continual alternations of expansion and contraction. 
“The theory of business cycles presented . . . is a descriptive 
analysis of the process of cumulative change by which a revival 
of activity develops into intense prosperity, by which this 
prosperity engenders a crisis, by which crisis turns into a depres- 
sion, and by which depression . . . finally leads to . . . a revival 
of activity.”” This analysis he rested primarily upon an extensive 


1 This essay and subsequent articles referred to below have been reprinted 
in The Backward Art of Spending Money and Other Essays (New York and Lon- 
don: McGraw-Hill, 1937). 
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detailed statistical inquiry. He chose this approach because 
the “ problem is essentially quantitative in character, involving 
as it does the relative importance of divers forces which are 
themselves the net resultants of innumerable business decisions.” 
For guidance in “ the selection of statistical data, the methods 
of presentation, and the co-ordination of the results’ he used 
in large part “ideas borrowed from theoretical writers or from 
financial journals.” But all the statistical tables and the 
“borrowed ideas were fitted into a framework provided by a 
study of the economic organisation of today, which showed that 
the industrial process of making, and the commercial process 
of distributing goods are thoroughly subordinated to the business 
process of making money.”’ The whole discussion consequently 
centered about the prospect of profits, or, in a period of acute 
strain, the avoidance of bankruptcy. The most significant 
factors are the prices constituting business receipts and expenses, 
the “‘ volume of sales effected at the prevailing margins of profit, 
the need of having currency to make payments and of obtaining 
loans in adequate amount from banks and investors.” But 
knowing the important factors, and the fluctuations each under- 
goes, is not enough. The difficult part lay in following the 
‘interactions of these factors through all the permutations that 
brighten or darken the prospects of profits and make easy or 
difficult the maintenance of solvency.” So conceived, Mitchell’s 
study was constantly subjected to the test of conformity to 
actual behavior of the money economy and his work constantly 
open to revision as more data and fruitful hypotheses appeared.! 
The book was epoch making. It not only showed the 
tremendous possibilities of detailed quantitative study but it 
also led to a conception of the economic order in terms of the 
changing phases of the business cycle. It increasingly forced 
men to appreciate the mighty though unpleasant reality of the 
ebb and flow of business as an “ activity.”’ Soon, the literature 
of economics would speak of ‘“‘ business cycles,’ not of ‘‘ com- 
mercial crises.” Perhaps one of its greatest contributions lay 
in the fact that the book was the first convincing attempt to 
bridge the gap between the belief in general over-production by 
the business community and the denial of that possibility by the 
main tradition in economics. But to Mitchell this treatise was 
only one part of his self-imposed task to study the money economy. 


1 As Professor Walter W. Stewart, one time Economic Adviser to the Bank 
of England, pointed out in a letter to the writer: Mitchell’s procedure of 
‘‘ analytical narrative, tested quantitatively’ was a marked advance towards 
the ideal of combining statistics with history. 
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Other parts of the design were developed after another shift 
in his location. 

A year after resigning from the University of California in 
1912, Mitchell joined Columbia University. It was felt that as 
a ‘man interested in theory and equipped to attack theoretical 
problems in a truly scientific spirit, and with the aid of the broadest 
training here and abroad,” he was the long-sought successor to 
John Bates Clark. Mitchell’s one course, ‘‘ Types of Economic 
Theory,” excellently fitted into his research program. He had 
long planned that a book on that subject should follow Business 
Cycles. A preliminary outline for the projected treatise began 
by pointing out the “ need of social economic reform to the end 
of securing fuller opportunity for development to larger numbers.” 
The great need, he wrote, was knowledge—knowledge com- 
parable in certainty to that which was the basis for industrial 
advance. The book would attempt to characterise and criticise 
current theories; it would analyse the role played by instincts 
and institutions in the development and modification of the 
existing order, describe the means of studying them and applying 
that knowledge. 

When Mitchell first came to Columbia, he had planned to 
devote himself to “‘ types of economic theory ” in the sense of 
‘contemporary,’ but as he progressed with his work he became 
increasingly impressed with the need for an exhaustive study 
of the school from which the dominant stream of economic 
thought traced its origin. Thus he began a detailed investiga- 
tion of the classical school in 1916. But he intended to print 
this separately as an introduction to. the originally projected 
book. He spent a number of years on that particular manuscript, 
but after he completed it, with his sense of careful workmanship, 
he laid it aside in the expectation of polishing it up at some more 
convenient time. His article, ‘“ Bentham’s Felicific Calculus,’’ 
was published from that manuscript in 1918, and had much to 
do with the reconsideration of the role of Bentham not only in 
economics but also in other social sciences. At a much later 
date, he drew from that manuscript his equally revealing ‘‘ Pos- 
tulates and Preconceptions of Ricardian Economics ”’ (1929). 

In that early period he continued to publish pioneering 
articles on index numbers of security prices in the Journal of 
Political Economy. And his often reprinted The Making and 
Using of Index Numbers (1915), issued by the United States 
Bureau of Labor Statistics, is still a basic requisite for students 
of economic statistics. 
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Investigations for his main book were delayed by a call to 
public service. During World War I, he headed the Price 
Section of the Division of Planning and Statistics of the War 
Industries Board. Under his guidance a number of bulletins 
were prepared which supplied a large part of the information 
available on war-time prices and price control. 

After completing his tasks for the Government in 1919, 
Mitchell joined his old teacher Veblen and such other leaders as 
James Harvey Robinson and Charles A. Beard to establish the 
New School for Social Research in New York City. Three 
years later, in 1922, at the urgent request of his former colleagues, 
he returned to Columbia. His course, “‘ Business Cycles ” 
became the training ground of an eminent group of investigators 
in quantitative research ; his course, “‘ Current Types of Economic 
Theory,” enriched by his work on the classical school, appealed, 
both in scope and content, to the abler students not only in 
economics but also in the other social sciences at the University. 

Meanwhile in his New School period, he was chiefly instru- 
mental in organising the National Bureau of Economic Research. 
Its object was to “conduct quantitative investigations into 
subjects that affect public welfare’ with the aim of ascertaining 
“fundamental facts within its field as accurately as may be, 
and to make its findings widely known.” The first study issued 
by the Bureau was in the basic field of national income. Mitchell 
collaborated with Frederick R. Macaulay, Oswald W. Knauth, 
and Willford I. King to produce Income in the United States, Its 
Amount and Distribution: 1909-1919. The aim was to “ deter- 
mine whether the national income is adequate to provide a 
decent living for all persons, whether this income is increasing 
as rapidly as the population, and whether its distribution among 
individuals is growing more or less unequal, and to sift the 
divergencies among the current estimates.”’ 

Hardly was this completed in 1921 than Mitchell found 
himself and the Bureau, by the force of circumstances, moving 
toward a fresh attack on business cycles. The United States 
was again in a depression. He not only used new materials 
but also he now had the advantages of the knowledge that the 
Bureau staff had gained in studying the fluctuations of the national 
income. He conducted this new inquiry in much the same way 
as the early one, but now there were complete volumes, at long 
intervals, to replace the original parts. Not until 1927 was the 
first volume ready, Business Cycles : The Problem and Its Setting. 
It was much richer than the first part of the earlier volume. 
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Where originally the business annals covered four countries and 
a period of twenty-one years, they now embraced seventeen 
countries, and the material went as far back, in the case of 
England and the United States, as 1790. It was further enriched 
by including from the earlier drafts of the “ Money Economy,” 
an illuminating account of “‘ The Evolution of Business Economy.” 
Nineteen years later, in collaboration with Arthur F. Burns, 
his successor as director of research of the Bureau, he published 
a portion of the second part, Measuring Business Cycles, which had 
the advantage of greatly improved techniques. Mitchell was then 
seventy-two years old but he kept on with the plan of completing 
the theoretical part, “‘ The Rhythm of Business Activity.” 

The strain on Mitchell was heavy. Thus in 1941, while 
unwilling to allow the entire original volume to be reprinted, 
he gave his consent for the theoretical part, on the ground that 
he had “no assurance that my working capacity will last long 
enough to let me be in at the finish.” The task had already 
become the work of many men, as he had long envisaged. 

Mitchell responded time and again to calls from the Govern- 
ment to serve on committees that would increase and extend 
objective knowledge. The National Bureau prepared for com- 
mittees growing out of President Harding’s 1921 Conference on 
Unemployment, those comprehensive surveys Business Cycles 
and Unemployment (1923) and Recent Economic Changes (1929); 
then in 1929 President Hoover appointed Mitchell chairman of 
a committee to study social trends in the United States, and the 
outcome was Recent Social Trends (1933). During President 
Franklin D. Roosevelt’s regime, he was appointed in 1933 a 
member of the National Planning Board of the Federal Emergency 
Administration of Public Works, and for the next two years he 
served on the National Resources Board. 

For his contributions to the advance of knowledge, Mitchell 
received high honors. He was awarded honorary degrees from 
the University of Paris and from leading universities in the 
United States. He was chosen president of the Econometric 
Society, the American Statistical Association and the American 
Economic Association; in 1938 he was president of the American 
Association for the Advancement of Science, an office held only 
once before by a social scientist. He was the first recipient, 
in 1947, of the American Economic Association’s Francis A. 
Walker Medal, which was to be awarded at intervals of no less 
than five years to a “living American economist who has in the 
course of his life made a contribution of the highest distinction 
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to economics.” He was also an honorary fellow of the Royal 
Statistical Society, and served as George Eastman Visiting 
Professor at Oxford in 1930-31. The pleasure of this sojourn 
was enhanced by his appointment as a Fellow of Adam Smith’s 
old college, Balliol. 

Mitchell’s constant concern was the increase and diffusion 
of objective knowledge in general, and quantitative research in 
particular. His increasing emphasis on statistical research was 
the outgrowth of long and painful experiences, beginning with 
the period of the free-silver controversy. He had been deeply 
impressed with the lack of anything resembling adequate know- 
ledge for the great economic tasks during World War I. The 
criticisms of statistical inquiry, generally phrased in the form 
of limitations of statistical research, left him cold. He himself 
had used those criticisms in his early work when in the absence 
of data he often fell back simply on “ qualitative analysis,” 
but he soon felt that such criticisms were used primarily to avoid 
the hard labor to obtain the data. In the same way, he dis- 
counted heavily the dependability of traditional and inherited 
“wisdom.” ‘“ By this I mean,” he wrote, “ that I don’t believe 
that accumulated experience over many years is so safe a guide 
in managing affairs as objective knowledge, when the latter can 
be attained. . . . What I really have come to think is that man’s 
best prospect of improving his lot is knowledge resting upon 
analysis of human behavior as we can observe its manifestations 
objectively in large groups of people.”’ 

Not least of his gifts was a unique talent for securing co- 
operative effort, whether in teaching, research or government 
service. He was magnanimous in sharing credit for intellectual 
endeavors. And he preferred to attribute error to ignorance 
rather than to malevolence or self-interest. He had a strong 
congenital faith in human decency. He was chary in imputing 
bad faith, and had an unusual capacity to meet the minds, and 
win the agreement, of businessmen and labor leaders, of statesmen 
and scholars. This not only gained a wider appreciation of 
his views but also helped him to organise large and co-operative 
efforts of research. In his spiritual and material encouragement 
to aspiring scholars of a variety of viewpoints, in his steadfast 
adherence to the cause of free inquiry and objective standards, 
and in his tenacity of purpose in pushing investigations to their 
roots, Wesley C. Mitchell embodied the highest ideals of the 
universal republic of learning. JoserH DoRFMAN 
Columbia University. 
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WeEsLEY MITCHELL IN OxFoRD 


Ir is appropriate in these columns to add a brief notice on 
Wesley Mitchell’s year in Oxford as Eastman Visiting Professor. 
This was a notable episode. His public lectures for under- 
graduates were, it is true, not altogether successful. His tempo 
was too slow, and he greatly underrated the maturity and intel- 
ligence of the typical Oxford undergraduate. His subject also 
was ill-chosen. He opened his principal course with an analysis 
of Jevons’s Utilitarianism and its relation to the proper presup- 
positions of economic study. This was a favourite theme for 
exhaustive exploration by a large group of professional philo- 
sophers in Oxford, clever, subtle and mellow minds, who pub- 
lished little, but were past masters in the lecture room. It was 
an error of judgment for Mitchell to enter into competition with 
such men on such a well-worn topic. It is to be feared that most 
undergraduates deserted his course before he had completed his 
treatment of Jevons. But this was a trivial matter. His im- 
portant work lay in a different sphere. 

Economics had been a subject of serious study in Oxford for 
only eight years. A team of some twelve teachers had been 
gradually collected in the course of that period, all, save for the 
professor, very young men. Over-taxed with teaching, in 
accordance with the Oxford tradition, living and working in 
separate colleges, and lacking any central institution, they 
tended to be isolated units. Mitchell at once understood their 
problem, and with his ‘“ unique talent for securing co-operative 
effort,” he did much to bring them together into a cohesive group. 
Sub-faculty meetings there had been, to conduct business, and 
economic discussion clubs, in which a member would choose his 
own subject to raise for discussion. Mitchell arranged that they 
should meet each week under his auspices and carry forward 
some central theme. They should get to know each other’s 
problems and think in terms of co-operative work and mutual 
assistance. 

It is idle to indulge in the historical hypothetical; this de- 
velopment might have occurred had Mitchell never come. The 
fact remains that regular meetings to discuss some single theme 
dated from his visit, were organised by him and continued to be 
a characteristic feature of Oxford economics until 1939. This 
organisation of the economists made their own sense of the need 
for a central institution more urgent, and enabled them to press 
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this upon the University authorities and the Rockefeller Founda- 
tion. The whole group took an active interest in the inception 
of the Institute of Statistics, some working in it, all watching its 
growth closely. Soon afterwards the technique of collective 
interviews of business men was developed, Oxford Economic 
Papers was initiated, and the collective work of Oxford economists 
began to attract attention. 

In the ideological sphere also Mitchell may have had some 
influence. Opinions will differ about its importance, but one at 
least deems it substantial. Oxford was not likely to be won over 
to Mitchell’s very austere form of economic empiricism. The 
strong philosophical background there created the opposite danger 
of an extremely theoretical approach, with stiff controversies 
on methodological or terminological matters. This danger was 
averted. The Oxford group watched the development of 
Keynes’s ideas with most sympathetic interest, but did not feel 
any impulse to engage in party warfare about them. Mitchell’s 
influence may at least have made some contribution to the keen 
interest which was characteristic of Oxford economics in the 
thirties, in empirical verification and field inquiry. 

Be that as it may, there is no doubt that the personality of 
Mitchell, with his objectivity and cautious judgment, made a 
marked impression. ‘There was a charming relation between this 
experienced and venerable senior and the group of young Oxford 
teachers, most of them in their twenties. They cherished the 


fondest memories of him. 
Kn. FF. H. 





CURRENT TOPICS 


Tue Annual Meeting of the Royal Economic Society was held 
at the London School of Economics on Thursday, June 23, 1949. 
Professor D. H. Robertson was re-elected President of the 
Society. Sir Henry Clay was elected Vice-President. Professor 
W. A. Lewis was elected to fill a vacancy on the Council. After 
the formal business, the President briefly addressed the Society 
on the subject ‘“‘ On Sticking to One’s Last.”” This was followed 
by a discussion. 
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Society as follows : 





CURRENT TOPICS 


The Secretary reported on the membership and finances of the 
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1948 1947 1946 1939 1914 
New Fellows and Library Members 
elected . 674 493 474 490 50 
Fellows lost by death, resignation, 
or default 429 397 298 496 33 
Number of Fellows and Library 
Members on Dec. 3lst. 5,294 5,049 | 4,953 | 4,572 694 
Total Compounders included in 
above total 1,979 | 1,953 | 1,860 | 1,155 159 
Surplus of Income over Expendi- 
ture, together with receipts from 
Compounders ‘ £3,056 2,511 | 2,605 329 278 





























The Secretary also reported that the Royal Economic Society 
had been invited to adhere to a new International Economic 
Association that it was proposed to establish. The Council had 
had the matter under close consideration for some months past 
and had been represented at the discussions of the project in 
Paris. It had now decided that, subject to certain conditions, 
the adherence of the Royal Economic Society should be approved. 


By the death of Sir Frederick Ogilvie, Master of Jesus College, 
Oxford, the Royal Economic Society has lost a valuable member 
of its Council. We shall hope to publish an obituary notice in a 
forthcoming issue of the Economic JOURNAL. 


Mr. E. A. G. Robinson, Secretary of the Royal Economic 
Society, and Mrs. Joan Robinson have both been appointed to 
Readerships in Economics in the University of Cambridge. 




















Mr. M. G. Kendall has been appointed to a Chair in Statistics 
tenable at the London School of Economics. 
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Bi-System Multiplier: J. 8. Cureman. Malthus on the High Price of 
Provisions : H. G. JOHNSON. 


The South African Journal of Economics. 


Marcu 1949. The Case for Increasing the Price of Gold in Terms of all 
Currencies : W. J. BusscHau. A Comment: C. 8. Ricuarps. Inquid 
Fuel from Coal: H. R. Rarxes. The Base Minerals (excluding coal) 
of the Union of South Africa: E. M. Lirrie. Basic Economese—new 
science or new language: I. S. Luoyp. The Elasticity of Committee 
Decisions : D. Buack. 


The Indian Journal of Commerce. 


Vout. I, Nos. 2 and 3, SepremMBER 1948. Special number. Indian 
Banking and Currency Problems. The Future of Foreign Capital: N.R. 
SaRKER. A New Approach to the Analysis of the Theory of Agricultural 
Indebtedness : P. S. N. Prasap. Indigenous Banking in India: V. L. 
D’Souza. Co-operative Banking in India: D. B. H. L. Kast. Land 











466 THE ECONOMIC JOURNAL [SEPT, 


Mortgage Banking in India: K. K.SHarma. Foreign Exchange Banking 
in India: B.S. AupHoxia. The Financing of Foreign Trade of India : 
B. N. Cuatrersi. The Development of Marketing Finance in India: 
D. S. Sastr1. Bank Failures in India: 8. K. Muransan. Banking 
and Currency Statistics in India: D. V. RasauaKsHmMan. Banking 
Legislation in India: M. L. Tannan. The Nationalization of Banks 
in India: N. G. Ranea. The Organization of a Bill Market in India : 
P. Das Gupta. Stock Exchange Reform: K.L. Gare. India’s Sterling 
Loan to Britain: Str A. H. Guuznavi. Inflation and Output: A. K. 
Das Gupta. India and the Dollar Problem: L. SuNDARAM. Post- 
war Tendencies in Indian Banking: B. T. THaxur. Foreign Banks in 
India: M. Susepar. Banking Frauds in India: N. V. SONALKAR. 


Tata Quarterly. 

JANUARY 1949. India’s Balance of Trade. Economic and Financial 
Review. 

International Labour Review. 

FEBRUARY 1949. Housing and the Economic Crisis in Great Britain: 
Marian Bowtey. Job Classification in the Netherlands: A. N. van 
Mitxt. Holidays with Pay in the Construction Industries—Labour- 
Management Co-operation in the Undertaking : Recent Surveys in France, 
the United Kingdom, the United States and Canada. 

MarcxH 1949. Manpower Problems and Prospects in Madagascar: M. DE 
Corret. Social Legislation in Uruguay: A.S.FremeEe. The Guaranteed 
Weekly Wage in the British Metal Trades : J. B. JErrerys. Fishermen’s 
Conditions of Employment. 

Aprit 1949. The I.L.0. Manpower Programme. A Decade of Labour 
Legislation in India, 1937-1948 : I. Conditions of Labour of Refugees 
and Displaced Persons. 


The Quarterly Journal of Economics. 


FEBRUARY 1949. The Taft-Hartley Act: S. H. Sticuter. Britain’s 
Economic Problem: T. Batocu. The Secular Trend in Monetary 
Velocity : C. WarBurton. The Internal Organization of the Firm and 
Price Formation ; an illustrative case: R. M. Att. The Mathematical 
Foundations of Economic Theory: R. G. D. ALLEN. 


The Annals of the American Academy of Political and Social Science. 


Marcu 1949. Reappraising our Immigration Policy. 

Firty-FIFTH ANNIVERSARY INDEX OF THE ANNALS. Cumulative Index, 
1941-1945 (Volumes 213-242). 

May 1949. The Soviet Union since World War II. 


The Journal of Political Economy. 


Aprit 1949. A Survey of Contemporary Economics: G. J. STIGLER. 
Have we Underestimated Increases in Rents and Shelter Expenditures ? : 
8S. J. Matsen. The Future Locational Pattern of Iron and Steel Produc- 
tion in the United States: W. Isarp and W. M. Carron. Spanish 
Banking Schemes before 1700: Eart J. Hamizton. Financial Re- 
sources of Trade-Unions : N. BELFER. Toward a New Theory of Monetary 
Sovereignty : K. K. Kurrmara. 

JUNE 1949. Food and Agriculture in the Soviet Union, 1917-48: M. K. 
BENNETT. The Communist Manifesto in Sociology and Economics : 
J. A. ScCHUMPETER. Communists in German Labor Organizations : 
M. A. Ketty. Socialism, Communism, and International Trade: 
B. F. Hoserrrz. Fabian Political Economy: P. M. Swerzy. Soviet 
Production Estimates : R.'T. NicHots. 


The Review of Economics and Statistics. 


Fresruary 1949. The General Motors Wage Agreement of 1948: A. M. 
Ross. The Significance of the 1948 General Motors Agreement: M. W. 
ReEevER. How to Manage the National Debt: S. E. Harris, L. H. 
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SettzeR, C. C. Apsotr, R. A. MusGrave and A. H. Hansen. Some 
Experiments in Demand Analysis: A. R. Prest. Devaluation and the 
Trade Balance: A. O. Hirscuman. The Planning of Investments in the 
Soviet Union: H. Hunter. Personal Income Tax Reduction in a 
Hypothetical Contraction: M. I. Wuite. The Long-Wave Depression, 
1873-97 : R. FEts. 
) May 1949. Koopmans on the Choice of Variables to be Studied and of 
Methods of Measurement: R. Vintnc. A Reply: T. C. Koopmans. 
| A Rejonder: R. Vintne. Effect of Income Changes on the Rate of 
Saving: G. Katona. Introduction to Various Views on the Monopoly 
Problem: E.'S. Mason. Advertising Outlays under Oligopoly: R. W. 
JastrRAM. A Dynamic Aspect of the Monopoly Problem: C. KaysEn. 
The Large Firm and its Suppliers: M. A. ADELMAN. The Development 
of Monopolistic Competition and the Monopoly Problem: A. Nicots. 
Some Final Comments: E. H. CuamBreriin. The Optimum Wage 
Rate: B. H. Hieeins. Some Limits to the Income Elasticity of Income 
Tax Yields: W. Vickrey. Note on “Stocks” and “ Flows” in 
Monetary Interest Theory: W. FELLNER and H. M. Somers. Timing 
and Flexibility of a Public Works Program: S. J. MAIsEL. A Note on 
Velocity : H. M. OLIVER. 


The American Economic Review. 


January 1949. The 1948 Directory of the American Economic Association 
(as of June 15, 1948). 
Marcu 1949. Science and Ideology: J. A. ScHuMPETER. Bentham and 
J. S. Mill: J. Viner. Public Expenditure Policy: P. J. StRAvEr. 
Federal Reserve Policy and Federal Debt: L. V. CHANDLER. Law and 
Economics of Basing Points: J. M. CiarK. Pricing in Monopoly and 
Oligopoly: J. S. Baty. The State of the ‘‘ New Economics”: H. 8S. 
Exuuis. Equilibrium of the Firm: R. A. Lester. New British Law 
on Monopoly : RutH CoHEN. 
May 1949. Papers and Proceedings of the sixty-first Annual Meeting of 
the American Economic Association. John Stuart Mill’s Principles: a 
| centenary estimate: V. W. BuapEN. Round Table in Commemoration 
of the Centenary of the Communist Manifesto : the Sociology and Economics 
of Class Conflict: F. C. Mitus, T. Parsons, D. McC. Wricut. Current 
Research in Business Cycles: R. A. Gorpon, T. C. Koopmans. JInter- 
regional Variations in Economic Fluctuations: R. Vintne, P. NEFF. 
The Theory and Measurement of Price Expectations: T. Scuuxrz, H. 
WorkinG. Liquidity and Uncertainty: A. G. Hart, J. MArscHak. 
Input-Output Analysis and its Use in Peace and War Economies: W. 
LreontieEF. Problems of the ITO : Marcaret 8. Gorpon, J. H. Furtu, 
J. A. Lorrus. The Economic Consequences of Some Recent Antitrust 
Decisions : M. A. ADELMAN, W. H. Nicuottus, A. Nicots. Possibilities 
for a Realistic Theory of Entrepreneurship : W.T. WasTERBROOK, G. H. 
Evans. The Economics of Preparedness for War: A. Smirures, E. T. 
GRETHER. Present Issues of the Latin-American Economy: J. S. 
DEBEERS, F. Pazos. Commodity Marketing—going where?: J. K. 
GALBRAITH, A. CAHEN, A. A. Hoop, W. F. Crowprr, R. Cox. Round 
Table on Transportation and Public Utility Problems: R. L. Dewey, 
Round Table on Economic Research : H. 8S. Extis, P. T. Homan, E. M. 
Hoover, G. W. ENSLEY. 





Social Research. 


Marcu 1949. Economic Progress in Underdeveloped Countries: H. W. 
Smncer. The Conservative Party in Britain since 1945: E. W1ItLEnz. 
New Trends in Social Insurance: FRIrEDA WUNDERLICH. The West 
and the East: E. Hermann. Bibliography on Max Weber: H. GErtTH 
and HepwicI.Gertrx. LEschatological Thinking in Western Civilization : 
A. SALOMON. 

Econometrica. 


Aprit 1949. A System of Equations Explaining the United States Trade 
Cycle, 1921 to 1941 : Cotrn CLARK. Identification Problems in Economic 
No. 235—VvoL. LIx. II 
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Model Construction: T. C. Koopmans. A Scheme of International 
Compensation : L. R. Krein. A Scheme of International Compensation : 
M. H. EKKER. 

Foreign Affairs. 

JANUARY 1949. Stalin on Revolution : Historicus. No Peace, No War: 
M. Betorr. Rift and Realignment in World Labor: D. Dustnsxy. 
Limits of Economic Planning: BarBara Warp. The Commonwealth 
Problem : union or alliance ?: R. G. Menzies. Roots of Revolution in 
Latin America : D. M. Dozer. European Recovery : a look ahead : Str 
ARTHUR SALTER. Benes and the Soviets: E. TABorskY. Diplomacy on 
the Danube : J. C. CAMPBELL. 

Aprit 1949. Regional Pacts: strong points or storm cellars?: H. F. 
ARMSTRONG. Canada and the North Atlantic Alliance: L. B. PEArson. 
The Illusion of World Government: R. Niepunr. France gets to her 
Feet: A. Géraup. France Looks Abroad: E. Herriot. The 
Psychology of Canadian Nationalism: H. MacLennan. Europe after 
1952: the long-term recovery problem: J. H. Wiiuiams. Turkey Faces 
the Soviets: N. Sapax. The Conservative Approach to Politics: B. 
Dexter. Must Britain Plan Mass Emigration ?: BrintEy THOMAS. 
The Promise of the World Trade Charter: C. Witcox. The Russian 
Population Enigma: E. M. KuLiIscHEr. 


Industrial and Labor Relations Review. 


Aprit 1949. The Meaning of the Union Shop Elections: J. A. Hocan. 
The Settlement of Work Jurisdictional Disputes by Governmental Agencies : 
P. Fisner. The Problem of Jurisdiction of National and State Labor 
Relations Boards: J. ACKERMAN. Tripartitism in the National War 
Labor Board: R. G. Drxon. 


The Journal of Economic History. 

Supplement : The Tasks of Economic History. SuppLeMENT VIII, 1948. 
Inflation and Controls, Pennsylvania, 1774-1779 : ANNE BEZANSON. 
The Manipulation of Economic Unrest: C. Brinton. The Centenary 
of Marz and Mill: V. W. Buapen. The England of Marx and Mill as 
Reflected in Fiction: W. O. AyprEtoTTEe. Laissez Faire and State 
Intervention in Nineteenth-century Britain: J. BarTLET BREBNER. 
Unrest in France in 1848: A. L. DunHam. Economic Discontent in 
Medieval Western Europe: R. E. Turner. The Economic Background 
of Plato’s Communism : C. B. WELLES. 

May 1949. The Decline of Ratiroad Consolidation: W. N. Lronarp. 
Franklin as Demographer: A. AtpripGEe. French Entrepreneurship 
and Industrial Growth in the Nineteenth Century : D. 8S. LANDEs. 


The Southern Economic Journal. 


Aprit 1949. Recent Developments in Railroad Freight Rates: J. P. 
CartER. The Regional Significance of the Integration Movement in 
the Southern Textile Industry: S. Barxin. JIndustrialization and the 
South: J. V. VAN SIcKktE. Organization and Collective Bargaining in 
the Local Mass Transportation Industry in the Southeast: F. MEYERS. 
The Mediation Process : E. L. WARREN and I. BERNSTEIN. Coordination 
of Federal and State Income Taxes : E. W. REED. 


Agricultural History. 

JANUARY 1949. LHastern Antecedents of the Grangers: F. Merx. The 
Farmers’ Alliance and the Farmers’ Union; an American-Canadian 
Parallelism: D. F. Warner. The Kinkaid Act and its Effects on 
Western Nebraska: A. R. Reynoups. Agricultural Expansion into 
the Semiarid Lands of the West North Central States during the First World 
War: L. P. Joraenson. The Tree Farm Movement: its origin and 
development: P. F. Suarp. The Traffic in Seeds and Plants from 
England’s Colonies in North America: Saran P. Stetson. My Im- 
pressions of William Marshall: G. E. Fussety. The French Agri- 
cultural Questionnaire of 1814: The Circular Letter and Becquey, The 














DECEMBER 1948. Income Receipts of Individuals in Maryland. 
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Model Agricultural Questionnaire, and the Reply for the ‘eee 
of Lisieux : translated and edited by M. K. Fuanincam 


Journal of Farm Economics. 

Vou. XXXI, No. I, Parr 1. Frpsruary 1949. Coming Readjustments 
in Agriculture—domestic phases: J.D. Buack. Discussion of Professor 
John D. Black’s Paper: T. W. Scuurtz. Coming Readjustments in 
Agriculture—the international phase: D. A. FitzGeraLp. A Planner’s 
View of Agriculture’s Future: R. G. TuGwetyu. Planning under the 
Research and Marketing Act of 1946 ; a study in the sociology of know- 
ledge: E. C. BANFIELD. Adaptation of the Farm Capital Structure to 
Uncertainty: D. C. Horton. A Note on Bilateral Monopoly, with 
special reference to seasonal agricultural labor: A.J. Morin. Recovering 
the Investment in Limestone : D. B. IBacu. 


VoL. XXXI, No. I, Parr 2. Fesruary 1949. Procerpincs NuMBER. 


Agriculture in a Stabilized Economy: E. G. Nourse. Agricultural 
Policy : O. B. JEsness, R. K. Froxer. The Agricultural Act of 1948 : 

H.C.M.Casre. Food Supply Problems : 8. E. Jounson, C. E. Ketioae, 
C. TAEUBER and IRENE B. TarusBeEr, J. F. Booru, Str HERBERT BrOAD- 
Ley, H. B. Rowe, M. H. Button, A. P. Benson, E. C. Wixcox and W. H. 
Esxtrnc. Roundtable on Fats and Oils: O. A. Day, W. H. Jasspon, 
R. J. Eacert. Roundtable on Livestock Marketing Research: G: 8. 
SHEPHERD, A. A. DowELt and G. ENGELMAN. Roundtable on Farm 
Labor: J. D. Buacr, K. L. Bacuman, M. Janssen, T. N. Hurgp, L. 8. 
Harpin, G. V. HaytTHorne. Roundtable on Land Use Policy in the 
River Basins: G. E. Youna, C. M. Harprn, H. A. STEELE, R. W. 
Harrison, Roundtable on Cotton Marketing: L. 8S. Evxis, N. A. ABra- 
HAMSEN, W. E. Pautson. Roundtable on Formula Pricing of Class I 
Milk under Market Orders : T. M. Apams, W. C. WELDEN, S. JOHNSON, 
C. W. Pierce, R. W. Bartietr. Roundtable on Effects of Technological 
Changes on Cost Reduction in Agriculture : 8. E. Jounson, G. T. Barton, 
H. DeGrarr, J. E. Writs, C. M. Exxrnton, C. R. Sayre. Panel 
Discussions on Workshops: J. ACKERMAN, M. Myers, M. M. Tuarp, 
K. T. Wricutr. Roundtable on Operation of the Research and Marketing 
Act of 1946: N. Cuarx, H. C. Tretocan, R. R. RENNE. Roundtable 
on World Trade : B. W. Attn, D.S. ANDERSON, HELEN C. FARNSWORTH. 
Roundtable on Problems of Graduate Students : E. L. Butz, K. E. OGREnN, 
H. G. Dressy, 8. O. Bera, C. W. ALLEN, C. L. Scroces. Roundtable 
on Marketing Research: L. SpeNceR, R. G. Bresster. Roundtable 
on Cooperation: H. Hepass, J. K. Srern, F. Rosorka, O. Unrey, 
G. W. Ruprte. Roundtable on Size of Farms: F. J. Wetcu, D. G. 
Mitry, B. H. Kristyanson, LER. W. Scoarrner, K. T. Wricut, 8. W. 
Warren, H. J. MEENEN. Roundtable on Risk and Finance: F. F. 
Hirt, R. C. EncBere. Roundtable on Fruit and Vegetable Marketing : 
M. P. Rasmussen, H. W. Brrtine, R. A. Ketty, D. E. Hatuaway, 
M. E. Cravens, M. ABRAHAMSEN. Roundtable on Outlook Information : 
G. Montcomery, L. C. CunnincHam, L. F. Miter, D. McNEat. 
Roundtable on Objective Evaluation of Soil Conservation : L. 8. RoBERTSON, 
H. B. Jamss, E. L. Sauer, C. W. Crickman, E.O. Heapy. Roundtable 
on Farm Taxation: N. J. Watt, T. F. Haycoop. Extension Methods : 
T. R. Timm, J. C. Borrum, L. F. Srice, Z. L. Gattoway, W. Oaa. 
Research Methods: W. C. Warrr, W. W. CocHrane, R. M. Watsa. 
Teaching Methods : O. R. Jounson, A. J. Brown, B. F. Atvorp, C. G. 
McBripDeE. 

American Affairs. 


Vout. XI, No. 2, Apri 1949. Hconomics of a Classless Society : D. McC. 


Wricur. Marxian View as a Point of Departure: T. Parsons. Design 
for an American Socialist State: Sen. R. A. Tarr. Problem of Mass 
Unemployment : L. C. WALKER. 


Studies in Business and Economics (College of Business and Public 
Administration, University of Maryland). 
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Review of Social Economy. (Marquette University.) 


Marcy 1949. The Place of Economics in Liberal Arts Colleges artd Semin- 
artes: J. F. Cronin. Ethics, Data for the Economist: E. C. Kitieen, 
Economic Trends in China, and in Central and Western Europe: E. 
Bouvier. The Catholics of the Americas and Cooperation : A. F. Ripas, 
The Christian Obligation of Employees to Reach and Maintain Maximum 
Production: M. E. ScutrBper. The Canadian Economy and the En- 
cyclicals : A. SuRVEYER. Some Economic and Ethical Considerations 
for Legislation Protecting the Consumer: SisteR Mary YOLANDE, 
Teachers’ Cooperative Training Courses : E.H. WINTERGALEN. Graduate 
Dissertations in Economics, 1935-1947 : P. A. FrrzpaTRIck. 


Revue d’Economie Politique. 


JANUARY—FEBRUARY 1949. A propos de la coordination des transports. 
Répartition dun objectif-production entre deux activités: A. Savvy. 
Structure de la fortune privée en France: F. Trevoux. L’or para- 
monétaire: F. HERBETTE. <A propos du bilan national: P. VENDE. 
La révolution keynesienne : G. TRANCART. 

Marcu—Aprit 1949. EHpargne et investissements: P. LamMBrrt. L’état 
actuel du systéme des paiements internationaux : J. Rurerr. La théorie 
psychologique de la formation des prix devant la critique contemporaine : 
H. Denis. Les raisonnements fondamentaux de la “‘ théorie générale ”’ de 
Keynes: A. Enruarpt. La conjoncture, carrefour des disciplines 
économiques : A. VINCENT. 


Revue de Science et de Législation Financiéres. 


JaANUARY—MarcH 1949. La réforme fiscale : H. LAUFENBURGER. Nature 
juridique des pénalités fiscales : M. Wautne. La réforme monétaire dans 
les zones occidentales allemandes : R. StuckeN. Le probléme du finance- 
ment des prestations agricoles : A. MAZEROLLES. Chroniques financiéres : 
P. JOUANIQUE et Cu. EszLary. 


Population. 


JANUARY—MarcH 1949. L’Institut national d’études démographiques : 
organisation, travaux et résultats: R. Pewrirer. Des lois dans leurs 
rapports avec la population: J. Dousitet. Progrés technique et ré- 
partition professionnelle de la population: A. Sauvy. La prévision des 
naissances d’aprés les déclarations de grossesse: P. VINCENT. Enquéte 
démographique en Océanie frangaise: C. VALENZIANI. La situation 
démographique de la Grande-Bretagne. Comparaison avec celle de la 
France (2° partie) : J. Bourceors-Picuat. 


Statistiques et Etudes Financiéres. 


Marcu 1949. Les successions et les donations déclarées en 1947. Les 
contributions directes et les taxes assimilées en 1947. L’imposition des 
bénéfices industriels et commerciaux en France et & Vétranger. Pays Bas: 
le budget pour V exercice 1949. Pologne : la réforme fiscale. 

APRIL 1949. Situation provisoire des recettes et des dépenses de U Htat pour 
1949. Réflexions sur les variations de la masse monétaire. Canada: 
La situation économique et financiére de 1946 & 1948. Etats-Unis: Le 
Revenu national en 1948. Italie: Le Plan Fanfani de reconstruction 
immobiliére. Suisse : La question de la réforme des finances fédérales. 

May 1949. Les comptes spéciaux du Trésor. Le recensement des auto- 
mobiles du 24 septembre 1948. Grande-Bretagne: le budget de 1949- 
1950 et la situation économique. Italie: le budget de 1949-1950 et la 
situation économique. U.R.S.S. le budget fédéral de 1949. 

SUPPLEMENT Finances CoMPAREES. No. 1, 1949. L’imposition des 
bénéfices agricoles dans Union Frangaise et a Vétranger. L’imposition 
des bénéfices industriels et commerciaux en France et a Vétranger. Alle- 
magne Occidentale: la réforme fiscale de 1948. Allemagne Orientale : 
la réforme bancaire et monétaire de 1948. Tchécoslovaquie : la liquidation 
de la réforme monétaire de 1945 et la réorganisation bancaire de 1948. 
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Journal de la Société de Statistique de Paris. 


JANUARY-FEBRUARY 1949. Les nombres indices: R. Roy. Les pour- 
fendeurs de statistiques: C. PrnGLAou. Chronique des statistiques 
bancaires et des questions monétaires : M. P. CAUBOUE. 

Marcu-Aprit 1949. La statistique des images: L. Amy. Essai sur les 
bases de la périodisation de Vhistoire: E. Cavaianac. Normes de la 
statistique, du calcul des probabilités et des erreurs de mesures : A. PALLEZ. 
Interprétation statistique des épreuves de prélévement effectuées dans 
Vindustrie : M. Dumas. Chronique de démographie : P. Gasc. 

May-JUNE 1949. Contribution a la statistique des cotits de production en 
agriculture : P. Razous. Les fluctuations de la construction d’habitations 
urbaines : L. Fuaus. 


Revue de lV’ Institut International de Statistique. 


Vou. 16, No. 1/4, 1948. Les valeurs typiques d’ordre nul ou infini d’un 
nombre aléatoire: M. Frtcuet. The analysis of market demand. An 
outline of methods and results : R. Stone. Sur la mesure du cotit de la vie 
et du pouvoir d’achat : A. Sauvy. 


Documentation Economique. 
Vot. VII, No. 26, 1948. 
Vot. VII, No. 27, 1948. 
Banque. 


NoveMBER 1948. Equilibre budgétaire et défense du franc: B. Nocaro. 
Investissements internationaux et reconstruction européenne: G. FAIn. 
La monnaie et le crédit dans la Chine de Tchiang Kai Chek : A. Horace. 
Une étude sur le financement des entreprises moyennes: G. Petit-DuTAILLIS. 
La formation professionnelle bancaire : M. SCHLOGEL. 


Revue de l'Institut de Sociologie. 


OcTroBER-DECEMBER 1948. L’Evolution du potentiel démographique de la 
population belge de 1846-1939: RR. Oxsrecuts. Administration 
publique et Progrés technique: H. JANNE. Chronique du Mouvement 
scientifique. 

JANUARY—MarCH 1949. Démocratie et Science politique: D. WARNOTTE. 
Chronique du Mouvement scientifique. 


Bulletin de U’ Institut de Recherches Economiques et Sociales. 


DECEMBER 1948. L’analyse structurelle des variations économiques: J. 

KERMAN. La transformation économique de la Belgique de 1832 a 1844 : 

P. ScHOLLER. Analyse des phénoménes logistiques a l'aide de la courbe 
normale intégrale : L. Dor. 

Marcu 1949. La conjoncture économique de la Belgique: L. H. Duprixz. 
Statistiques économiques courantes. 

ApriL 1949. Sociologie et morale: J. Lectercg. Les rapport sentre la 
sociologie et la science économique : J.-E. MERTENS. Pratique religieuse 
et milieux : CLAIRE LEPLAE. Un sondage sur la culture des étudiants : 
L. DE GROOTE. 

JuNE 1949. La Belgique en 1948. Les finances publiques belges en 1948 : 
A. E. JANSSEN. Les finances privées: C. Rocer. L’industrie charbon- 
niére belge devant la menace des importations: C. D. pE Lrespaun. Le 
mouvement social: A. Woronorr. La construction: A. VASANNE. 
L’agriculture belge en 1948: K. PrnxtEen. La situation économique du 
Congo belge: M. Masoin. Prix, consommation, balance et revenue : 
F. Baupuuin. La métallurgie en 1948: R. DE StrycKer. Le com- 
merce extérieur de la Belgique en 1948 et au début de 1949 : J. JUSSIANT. 


Kyklos. 
Vox. II, No. 4, 1948. Greatness and Decline of Planned Economy in the 
Hellenistic World (Second Part and End): L. Ernaupt. Internationale 


Gemeinsamkeiten und nationale Eigenarten der Finanzpolitik : F. Nev- 
MARK. Stabilité monétaire et commerce international : G. U. Part. 








472 THE ECONOMIC JOURNAL [SEPT, 


Vou. ITI, No. 1, 1949. Zur Problematik vielférmiger Wirtschaftsordnungen : 
A. von MUuienrets. Unemployment and Unemployment Policy in 
England : G. Akerman. Geldtheorie und Geldpolitik. Zu dem gleichna- 
migen Buch von Jorgen Pedersen : E. SCHNEIDER. 


De Economist. 


Marcu 1949. Analyse van een nationaal budget: G. Stuvet. Com. 
paratively little attention has been paid to the form of “ National 
Budget ”’ suggested by the Central Plan Bureau. Fundamental is a 
consistent separation of the three spheres in which the economic process 
unfolds itself : these are the spheres of income, wealth and (consumption) 
goods. There follows a lengthy exposition of the form in which the 
national budget should be summarised. Hen nieww werk over de om- 
loopssnelheid van het geld: Ts. Gremanus. A lengthy and detailed 
review of a new book on the rapidity of circulation of money written by 
Professor Zijlstra. Zijlstra builds on the work of Irving Fisher and 
Holtrop. In the course of his comments the reviewer discusses the 
fundamentals of monetary theory, in particular considering the “‘ mechanic 
theories,”’ the ‘ claim-theory ” and the ‘“‘ cash-balance theory.’”’ The 
point of view of the writer is to be found in his book on The Value of 
Money, published in 1932. Criticisms of that book made by Zijlstra 
are considered and answered. The conclusion of the writer is ex- 
pressed in the following sentence: ‘‘ What is the significance of the 
rapidity of circulation for the causal explanation and determination of 
the value of money ? The answer must be: in a direct sense, none at all.” 

Aprit 1949. Over arbeidsdwur en walvaartspeil: L. M. Koycx. A 
critical valuation of the work by Dr. Verdoorn (on the length of the 
working day, and the relation between duration of work and productivity 
and the general question of welfare) noticed in the Economic JOURNAL 
of September 1948. The treatment of certain points would have 
gained in clearness and elegance if the author had applied the modern 
theory of Hicks: this line of thought is illustrated and developed. De 
Zwitserse goud—en dollarpolitiek : A. J. G. BRuynis. While practically 
all European countries have been struggling with an enormous gold and 
dollar scarcity, Switzerland on the other hand has been wrestling with a 
relative superfluity of gold and dollars. Asa consequence of the measures 
taken to deal with the situation, there has emerged a free dollar market 
alongside the official dollar market. The writer analyses the position of 
Switzerland in recent years and considers the gold and dollar policy of the 
National Bank. 


Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik. 


Aprit 1949. Die Berechnung des schweizerischen Volkseinkommens und ihr 
Erkenntniswert: U. Zwineut. Der Féderalismus in der schweizerischen 
Verkehrspolitik : F. WANNER. LHin neues Werk iiber den volkswirt- 
schaftlichen Gesamtprozess: H. Bont. Statistical Investigation of 
Capital Formation : J. Jup1K and R. NOTet. 


Aussenwirtschaft. 
Marcy 1949. Die Schweiz in der internationalen Wirtschaft: H. Hom- 
BERGER. Die Neuordnung der gesetzlichen Grundlagen fiir die schweizerische 
Wahrung: P. Ketter. Der europdische Zahlungsplan und die Schweiz : 
F. ASCHINGER. 
Société de Banque Suisse. 

BuLuietTIn No. 2, 1949. Le probléme du placement des capitaux de Suisse : 
R. SPEICH. 

Zeitschrift fiir die Gesamte Staatwissenschaft. 

Vou. 105, No. 2. Macht und Recht im Vélkerleben: W. Grewe. Die 
DM-Wahrung: D.HoOprxerr-Ascuorr. Economic Structure and Planning: 
T. Surany-UncER. Morphologie und Katalaktik als Grundlage volkswirt- 
schaftlicher Planung: H. Peter. Die Wirtschaftspolitik des Als-Ob : 
L. Mixscu. L’Indien dans l’Economie des Etats andins: L. BAuDIN. 

Bauerliches Kleineigentum in Siiditalien : F. VOcuTING. 
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Weltwirtschaftliches Archiv. 


Banp 62: Herr 1. It is a real pleasure to be able to welcome the re- 
appearance, in its long-familiar format, of Weltwirischaft Archiv, now 
edited by Dr. Fritz Baade, and published by Hoffmann und Campe 
Verlag, Hamburg. The principal Contents are as follows: Gustav 
Stolper: F. Baapre. An obituary notice. The Concept of Elasticity 
in Economics: T. SuRANYI-UNGER. The early theories of elasticity 
developed by Cournot and Marshall were based on contemporary 
concepts in the field of physics. More recent ideas in that field would 
attach to the concept of elasticity the quantitative relationship between 
a primary change under some external influence and the opposing force 
which tends to restore the original position when the force making for 
the primary change is withdrawn. Such a concept has important 
applications to economics. August Lésch: ANTON ZOTTMANN. An 
obituary notice, followed by a list of the writings of Dr. Lésch and 
an unfinished manuscript by him entitled Theorie der Wahrung. In this 
the author works out a monetary theory based in its first part on the 
assumption of a single world currency; its main theme is the transfer 
problem; it pursues the series of movements of purchasing power and 
prices throughout the system. In the second part the author introduces 
partial currencies and gradually approaches the complications of reality ; 
the problem of distribution in space remains dominant; the author 
follows up in minute detail the price-level movements and fluctuations 
of Der Zins in der Kapitalistischen und Sozialistischen Wirtschaft: G. 
MaAcKENROTH. The inter-relations between savings capital and real 
capital, the money rate of interest, the real rate of interest and savings, 
first in a modern capitalist economy and second in a socialist economy. 
For this purpose the author distinguishes various alternative forms of 
socialism and discusses the means of capital formations in them and 
in the Soviet economy. Zur Liquiditdtstheorie der Zinses : E. SCHNEIDER. 
The author argues that Lord Keynes’s liquidity theory of interest is 
identical with the “‘ loanable fund theory,” and the latter has a wider 
application. Methoden und Méglichkeiten fiir eine deutsche Auslands- 
marktforschung : C. KAPFERER. The author argues that German export 
trade would greatly benefit by the institution of a central office of 
foreign information. Die Nationalisierung des Verkehrswesens in Gross- 
britannien. A note on the forms of organisation of socialised transport 
in Great Britain. 


Europa Archiv. | 


Vout. IV, No. 5. Das kalkulierte Risiko. Die Verfassung der bolschewistis- 


chen Partei. Die Sozialpolitik in den Vereinigten Staaten von Amerika. 


Vout. IV, No. 6. Definition des Angreifers und Beistandsverpflichtungen 


in den europaischen Vertragen der Nachkriegszeit. Entschliessungen des 
zweiten Jahreskongresses der Europaischen Union der Féderalisten (UEF) 
in Rom. Tonnage und Transporte nach dem Kriege. Die Sozialpolitik 
in den Vereinigten Staaten von Amerika. LEisenbahn-, Luft- und Schiffs- 
giitterverkehr. 


Vout. IV, No. 7. Hin neues Stadium der eruopdischen Einigungsbewegung : 


E. Kocgon. Das Projekt einer Europdischen Versammlung. Schluss- 
folgerungen und Empfehlungen des Briisseler Kongresses der Europdischen 
Bewegung. Der Wortlaut des Sechsmdchtekommuniqués uber die Grenz- 
berichtigungen im Westen. Die Reparationsleistungen der sowjetischen 
Besatzungszone Deutschlands. Die Verstaatlichungen in der T'schecho- 
slowakei. 


Vout. IV, No. 8. Die Biirde des weissen Mannes. Afrika im politischen 


Weltbild der Gegenwart. Die osteuropdische Wirtschaftsrevolution. Die 
Reparationsleistungen der sowjetischen Besatzungszone Deutschlands, 
Part 2. Der Wortlaut des Atlantikpaktes. 


Vout. IV, No. 9. Flucht nach Europa? Die sowjetische Aussenpolitik 


und der Abschluss des Atlantikpaktes. Afrika im politischen Weltbild 
der Gegenwart. Deutsche Industriereparationen 1948. Revision des 
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deutschen Reparationsprogramms. Die Tennessee Valley Authority als 
regionales Planungsexperiment. 

Vout. IV, No. 10. Politische Grundprobleme einer europdischen Féderation. 
Um die politische Struktur der westeuropdischen Zusammenarbeit. Der 
Berliner Blockade im Ost-West-Konflikt. Die Standardisierung von 
Verbrauchsgiitern in Deutschland. Das ndchste Stadium der westeuro- 
pdischen Wirtschaftsplanung. Deutsche Auslandsguthaben. 

Vou. IV, No. 11. Die Anfdnge der amerikanischen Ruhrpolitik. Italiens 
Weg aus dem Kriege (1943-1945). Das Aufforstungsprojekt der Sowjet- 
union fiir 1950-1965. Vorschldge zur Lésung des deutschen Fliichtlings- 
problems. 

Vou. IV, No. 12. Grenzen und Moéglichkeiten des Europa-Statutes. Die 
Vereinigten Staaten in der europdischen Bildung. Die vertraglichen 
Regelungen iiber deutsche Gebietsabtretungen 1945-1949. Wirtschafts- 
planung und Planwirtschaft in West-und Osteuropa. Der Aussenhandel 
der sowjetischen Besatzungszone Deutschlands 1945 bis zur Gegenwart. 


Giornale Degli Economisti e Annali di Economia. 


JANUARY-FEBRUARY 1949. Gli Studi di Vilfredo Pareto sulle funzioni di 
domanda e offerta: G. Senstn1. Nuovi problemi dalla polemica Scorza- 
Pareto: E. Zaccaanint. Una Generalizzazione delle equazioni di 
Pareto-Sluizky : A. Borpin. L’analisi Pareto-Slutzky della domanda e 
la teoria delle imposte sui consumi: E. D’AtBEerRGo. Richerche “ sulla 
curva dei redditi”: R. D’Appario. Sulla curva dei redditi: F. 
GiaccaRDI. Alla scuola di Vilfredo Pareto e Maffeo Pantaleoni: B. 
GRIZIOTTI. 

Rivista Italiana Di Demografia e Statistica. 


SEPTEMBER 1948. L’ereditarieta della fecondita dal punto di vista statistico : 
F. SavorGnan. La numerosita delle popolazioni animali : G. SENSINI. 
Di aleune definizioni insidiose e delle forme fondamentali di una distri- 
buzione statistica : L.GALVANI. Efficacia della selezione e tavole selezionate 
di mortalita nell’ assicurazione vita: G. DE MEO. La “ statistica morale” 
deri e oggi: G. Scuepis. Considerazioni su alcuni fenomeni demografici 
nella popolazione italiana dell’ Eritrea, dal 1882 al 1923 : V. CASTELLANO. 
Applicazione dei profili grafici pluricaratteristici alle indagini di statistica 
aziendale ; N. GHELLI. 


Rivista di Politica Economica. 

DECEMBER 1948. JII° Convegno di Studi di Economia e Politica Industriale. 
L’opera di Pareto nella tradizione italiana degli studi politici : L. AMoroso. 
Genealogia di Vilfredo Pareto: L. A. Finanza neutrale, finanza extra- 
jiscale e politica economica ;: C. ARENA. 


Economia Internazionale. 


Vou. II, No. 1, Fresruary 1949. Alcune reflessioni sul commercio 
europeo:; A. LoveDAy. Risparmio, progresso tecnico e disoccupazione : 
C. Grint. Sull’imposta equa e sull’utilita marginale della moneta: C. 
JORDAN. Emanuele Sella: M. Fastant. Componenti e significato 
della velocita circolare della moneta : A. FRANCHINI-STAPPO. 


Review of the Economic Conditions in Italy. 
Marcu 1949. Unemployment in Italy : F.C. D’ANNA. 


Italian Economic Survey. 


JANUARY-FEBRUARY 1949. Lights and Shades. Italy’s Four Year 
Economic Plan. 
Marcu—Aprit 1949. Italy’s Foreign Trade. 


Critica Economica. 


FEBRUARY 1949. Leggi e monopoli: A. Fiaccapori. Il nuovo indirizzo 
scientifico nell’economia americana : J. GRIZIOTTI. 
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Banca Nazionale del Lavoro Quarterly Review. 


JANUARY—MarcH 1949. Bilateral and Multilateral Trade: C. Gurnt. 
The Italian Long-Term submitted to the O.E.E.C.: KR. TREMELLONI. 
Southern Italy : A. Mournari. Italy’s State Budget, 1945-48 : G.E.M. Z. 


Ekonomisk Tidskrift. 


LI, No. 1, Marcu 1949. Structural Phases in Swedish Industrialism : 
JouaN AKERMAN. An analysis of Swedish cyclical data for the period 
1866-1938 designed to identify “‘ structural” phases. This is a supple- 
ment to the similar investigation into the experience of the U.S.A., 
England, Germany and France, included in the author’s Ekonomisk 
Teori, Volume II (reviewed in this JoURNAL, September, 1946). The 
results may be summarised as follows: (1) The history of industrialism 
in Sweden reveals two important turning-points, 1904 and 1932. The 
former marked the emergence of Sweden as an industrialised country 
with its level of activity dominated by the course of investment in 
timber and pulp, engineering and iron ore. The second date—the 
trough of the world depression—inaugurated the phase of economic 
planning. (2) Up to the turn of the century the course of the trade 
cycle in Sweden was determined largely by the timing of crises in the 
United States. After 1904 Sweden was more under the influence of 
business fluctuations in England. (3) Sweden was much later than 
England and the U.S.A. in arriving at her first turning-point; and she 
remained in the second phase for a much shorter period of time. (4) 
The Kitchin and building cycles in Sweden have diverged from those of 
the U.S.A., but there is a fair correspondence between the ordinary 
cycle in the two countries. This is partly explained by the impact of 
America’s four-yearly Presidential election on the course of business 
activity. (5) The study supports those theories which stress the 
importance of uneven growth of investment during periods of upswing. 
Recent Tendencies in Soviet Statistics : ARNOLD P. AIZSILNIEKS. A series 
of revealing quotations from Soviet literature on the role of statistics 
and mathematics in economic “science.””’ The key-note is given by 
M. N. Smit (Economic Institute, Soviet Academy of Science), who 
declares that “‘ bourgeois statistics is dominated by the formal mathe- 
matical method. This method is used by bourgeois statisticians to 
draw a veil over capitalist exploitation and to create a false picture of 
the capitalist economy.” According to A. L. Katz, a marxist analysis 
shows that in the period 1922-29 total real purchasing power in the 
United States increased by only 5-6% and the total real wages of the 
workers did not rise by more than 1%; whereas, according to the 
mendacious calculations of capitalist statisticians, the output of con- 
sumption goods in America in that period rose by 30% and the purchasing 
power of the population by 30-33%. Western statistics of national 
income are nothing but a fraud. Those who concoct them count things 
twice over and treat as income “items which should be regarded as 
losses, ¢.g., expenditure on State administration and imperialist armies, 
church revenues, and the incomes of lawyers, judges, brokers, speculators, 
etc.” (It is an engaging thought that Mr. Vyshinsky’s service as Chief 
Prosecutor in those infamous trials was a negative item in the national 
income of the Soviet Union !) Mr. Varga is sharply criticised for resorting 
to tainted bourgeois sources which led him to say that ‘“‘ the American 
population consumed 20% more foodstuffs than are necessary for a 
normal sound diet.” (Changes in the Capitalist Economy as a result of 
the Second World War, 1946). 


Nordisk Tidsskrift for Teknisk Dkonomi. 

Nos. 1-4, 1948. This issue of the journal, four numbers in one, is a 
festschrift in honour of Professor Zeuthen on his sixtieth birthday. All 
the articles are in English. A note at the end says that negotiations are 
in progress for the journal to continue as a joint ‘‘ Scandinavian 
Econometric Review.” Discontinuities of employment cycles: JOHAN 
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AKERMAN. The pattern of the trade cycle has undergone big changes 
due to structural economic alterations, and different explanations of 
it are necessary at different periods. International Accounting: Opp 
Avuxrust. A system of accounts suitable for describing economic 
activity within a group of countries and the relations between the group 
and the rest of the world is proposed. A Comparison of the respective 
conditions on which social and private building enterprises may be granted 
government loans: RacHEt Bacer. FPolysony-Polypoly: Borcr 
Barrop. A concise algebraic statement of the marginal conditions of 
equilibrium of the firm under monopsony, duopsony and poly(p)sony. 
Some Notes on the Structure of the Duopoly Problem : Hans Brems. The 
‘** Theory of Games ” in its present form is not considered to be applicable 
to duopoly analysis because the condition of perfect information is not 
fulfilled. Various recent contributions to duopoly theory are sum- 
marised, and the author constructs a set of equations relating to the 
multi-period planning of a duopolist under conditions of uncertainty. 
The (not too surprising) result is that ‘“‘ any parameter of action will be 
used to such an extent by either duopolist that small changes in the 
discounted sum of his purchases will bring about small changes of equal 
size in the discounted sum of his revenues, irrespective which para- 
meter of action he chooses to change.” A note on business planning 
and interest rates: HAratp Dickson. The Hicksian concept of the 
preferred production plan is made very precise. A few remarks on the 
Application of Statistical methods in industry: G. FAGERHOLT and A. 
Harp. Price Theory and Reality: Bsarxe Foc. Business men deny 
that they aim to maximise profit, but this relates to the short-run only, 
and the maximisation assumption is applicable when long-run considera- 
tions are taken into account. Average rather than marginal cost is 
the basis of price fixing, though from the long-run point of view this is 
not incompatible with profit maximisation; theory ignores the time 
dimension of marginal cost. Fixed costs are often allocated by con- 
ventional rules of thumb. Many prices are fixed by cartels of trade 
associations, and one business-man on being asked on what basis they 
did it replied, ‘‘ Why, don’t you people know that prices are determined 
by supply and demand?” ! Overdeterminateness and optimum equili- 
brium : Racnar Friscu. In terms of some simple models it is shown 
that certain taxes or specific forms of the wage-function may be necessary 
in order to secure an optimum equilibrium. On redistribution of Income : 
JoRGEN GeELTING. A formula for the degree to which a redistribution 
of money income from capitalists to workers will affect the distribution 
of real income is derived from a macro-economic model. The Marginal 
Productivity Function and the Walras Cassel System of Equations : 
B. GLoreRFELT-TarP. Calculation of Sylvicultural Balance-Numbers : 
A. H. Groen and F. Jorcensen. Such a balance-number is the present 
net value of a standing crop of timber. Simultaneous Operation of 
Several Machines by One Person. Application of a Method of Probability : 
E. K. Henriksen. Social Production Theory: Ivar JANTZEN. The 
author investigates the optimum output of a public utility on the somewhat 
peculiar assumption that it is desired to maximise the sum of the difference 
between the total utility and total cost and the difference between total 
receipts and costs. He considers various forms of rate fixing and, some- 
what cavalierly, dismisses the “‘ socialist ’’ idea that marginal cost should 
equal price, preferring an equation of marginal rate with marginal cost. 
Stochastic Processes Applied toa Simple Problemof Administrative Economy : 
ARNE JENSEN. Some Aspects of the Rationalisation of Public Administra- 
tion: Houcer Korb. Division of Labour as an Optimum Problem in 
Organization and Management : R. Kristensson. The Theory of Games 
and Economic Behaviour: G. LEuNBACcH. The Profit Motive and the Theory 
of Partial Equilibrium of the Firm : Ote Myrvoity. The equilibrium con- 
ditions of the firm are derived on the assumptio1. that the entrepreneur’s 
utility depends not only on his profit, but also on his output and selling 
outlays. Relation of Operating Costs to Tonnage of Ships in Ocean 
Transport: E. W. Pautson. The Control of the Value of Money in a 
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Free Economy: J@RGEN PEDERSEN. Full employment and a stable 
price-level are both possible only if there is a direct control of wages. 
Problems of Telephone Economy as seen from a Statistical Point of View : 
H. C. Piessrnc. Some Remarks on the Joint Effect of Simultaneous 
Relations between Economic Variables: P. N. RASMUSSSEN. Just as in 
econometric analysis it is not usually satisfactory to determine each of 
) the equations independently of the others, so in economic theory it is 
not permissible to detach one relation from its simultaneous connections 
and consider the effect of changes in the independent variable. The 
ceteris paribus clause is thus very dangerous in macro-economics. This 
is illustrated by a dynamic model, where the simultaneous approach 
gives the result that a small acceleration coefficient means a high 
acceleration. A Note on the Consumption Function ; Erich SCHNEIDER. 
A stable consumption function requires that the distribution of income 
depends upon the level of income itself. On the Reproduction of the 
Trend by the Method of Simple Moving Averages : W. SIMONSEN. Some 
Remarks on Objectivity and Subjectivity : Tuomas Stnpine. Utilization 
of Productive Capacity and the Problem of Intensity in Agriculture : 
K. SxoveaarD. Some Problems in Laying Out a New Traffic Line: 
P. P. Sveistrup. A survey of the economic factors which must be 
considered in deciding whether or not to construct a new railway line 
or bus route. An Attempt to Analyse the Problem of an Economical 
Production of Statistical Data : L. TORNQUIST. On the Future of Income 
' Tax: C. WELINDER. On Giffen’s Paradox: H. O. A. Wop. 


Nationalokonomisk Tidsskrift (Copenhagen). 

Nos. 1-2, 1949. A Recession in the U.S.A.: SvEND LauRSEN. A dis- 
cussion of the present situation and possible future trends. Reconstruc- 
tion of the Monetary System : J@RGEN PEDERSEN. Since an essential 
part of post-war government programmes has been the restoration of a 
sound monetary system, it is important to know what this means. 
Since the function of money is to facilitate exchange, 7.e., to be general 
purchasing power, soundness implies that the markets for products and 
factors are free and, furthermore, that the value of money is stable. 
As regards the latter, two types of inflation may be distinguished : 
spontaneous inflation is due to excess demand for labour, and is self- 
generating; autonomous inflation is a matter of a wage-price spiral due 
to the bargaining strength of trade unions, and may be started, for 
instance, by a fall in labour productivity. The measures that have 
been taken fall into three groups: (1) Reduction of the quantity of 
money. Interest-rate regulation may help to cure spontaneous inflation, 
but nothing can be done this way to check autonomous inflation, since 

} precipitation of a deflationary liquidity crisis reduces monetary sound- 

ness. (2) Reduction of demand. Taxation may only remove spontane- 

ous inflation and produce trade balance by creating unemployment so 
that the latter forms the price of the removal of controls. Fiscal policy 

can only cure autonomous inflation at the expense of deflation. (3) 

Price control. By the end of the War, money incomes had risen much 

more than prices, while output was low. Heavy subsidies, rationing 

and strict import control were necessary, luxury goods became more 
profitable to produce than necessities or exports and a big investment 
demand arose. Thus the checks on autonomous inflation worsened 
the spontaneous inflation. Altogether, the measures taken have kept 
down inflation only at the price of much restriction, so that the monetary 
system has become less, not more sound since the War. In order to 
change this, the first essential is to cease to teach the people that a six- 
year war and the subsequent changes have made possible a higher 
standard of living. Prices must rise to the level determined by costs 
and demand, and this requires that the coupling between wages and 
the cost of living be broken. Restrictions or Financial Policy ?: KsELD 

Puitie. The “ one thing leads to another” thesis is illustrated by a 

discussion of Danish economic controls during the thirties, and some of 

the difficulties of restoring equilibrium in the balance of payments 
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without controls are discussed. Present and future housing require- 
ments: SvEN Dano. On Estimation Problems for Macro-models : 
P. NoRREGAARD RasmussEN. A short and relatively simple survey 
of the need in econometrics for formulating relations stochastically and for 
estimating the parameters simultaneously instead of by using the least- 
squares method for one equation at a time. An Economics Thesis : 
Erik LInDAHL and AxEeL NIELSEN. A discussion of Gelting’s Finans- 
proceseeni det akonomiske kredslob. 


Skandinaviska Banken Aktiebolag. 

APRIL 1949. Government Borrowing and the Surplus Funds of the Banks : 
P. BrunpDett. Investment in Swedish Farming: S. Houmstrom. 
Income Inflation and Income Levelling in Sweden: K.-G. Hacstrom. 
The National Income : I. Ontsson. The Economic Situation during the 
First Quarter of 1949. 

Index. 

No. 179, Marcu 1949. The Economic Situation. The Distribution by 

Countries of Sweden’s Foreign Trade. Sweden and the Marshall Plan. 


Dkonomi og Politik. 

OcToBER—DECEMBER 1948. Fransk indenrigspolitik 1948: L. Krappe. 
Sydrafrikansk politik: E. ReSKE-NietsEeN. U.S.A.’s Valg: P. 
Winpine. Den jodiske kolonisation i Palaestina: V. Hansen. Den 
internationale ekonomiske situation. Den skonomiske udvikling i Dan- 
mark. Kortere meddelelser. Politisk kronik. 

JANUARY—MarcH 1949. Betragtninger over vor tids samfundsrevolution : 
T. Geiger. Raffineringen-oljeindustrins flaskhals ; E. LANGLET. F.N.8 
virksomhed 4 1948: E. RESKE-NIELSEN. Institutet for Historie eg 
Samfundsokonomi. 


Ekonomiska Samfundets Tidskrift. 


Vout. II, No. 1, 1949. Verkstadsindustrins aktuella omstédllningsproblem 
infor partiell évergang fran krigsskadestand till hemmamarknad och fri 
export: R. HERNBERG. Fastighetskostnader och hyresniva : G. MODEEN. 


Moneda y Crédito. 
DECEMBER 1948. En torno a la pl-nificacién econédmica: J. SarpA. 
La politica de crédito en Francia, en 1949: A. F. Parvo. LEurdfrica : 
R. MARTINEZ. 


El Trimestre Econémico. 


JuLY-SEPTEMBER 1948. El banco interamericano : E. VILLASENOR. La 
Argentina se decide por la planificacién econdmica: G. Péxir. La tasa 
natural en el mercado de capitales de México: A. L. INARRiItTU. Nueva 
Espana en la economia monetaria venezolana: E. A. Farias. Una 
nota sobre el efecto ingreso, el ejecto sustitucién y la elasticidad de la 
demanda: J. E. pE tos Reyes. El campo y método de la economia : 
O. LANGE. 

OcroBER—DECEMBER 1949. El territorio nacional: E. A. PatiNo. La 
devaluacién del peso mexicano: E.Papitua. Laagriculturaen Venezuela : 
R. FernANDEZ and Y. FrernANnDEz. Los pagos internacionales y el 
ingreso nacional: J. R. Hicks. La balanza de pagos, y las inversiones 
financiades con préstamos exteriores : J. J. POLAK. , 

JANUARY—MarcH 1949. Politica industrial: M. Bravo. Inversiones 
privadas, productividad, salarios y ocupacién: A. M. DE Nico.As. 
Anotaciones sobre la historia del largo plazo: A. L. IANRRITU. Comen- 
tarios al Anteproyecto de Ley General de Bancos de Venezuela: E. 
MontTEALEGRE. La doctrina de la seguridad social: J. M. Y. SAN 
Martin. 


Revista de Ciencia Aplicada. 


JANUARY-—FEBRUARY 1949. Situacidn actual de la industria de los agrios 
en Estados Unidos : J. R. IRANZO. 
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Revista de Economia (Lisbon). 


SEPTEMBER 1948. Origem e destino da teoria subjectiva do valor: A. 
Castro. Algumas notas sobre as teorias de Keynes: S. DE ABREU. 
Algumas consideragées sobre a teoria da capitalizagao: A. M. SA Da 
Costa. Indicadores de tributagado: V. Morerra. A Cisdo nuclear 
como fonte de energia industrial: J. R. MENKE. Sobre o equilibrio do 
consumo : R. RODRIGUES. 

DECEMBER 1948. Determinagdo da variabilidade da velocidade de circulagaéo 
das disponibilidades a ordem do piblico nos Bancos (1932-1939): J. 
ALARCAO. 

Marcu 1949. Da Economia Neoclassica tradicional a nova Economia 
Keynesiana: F. P. Loureiro. 


Revista Brasileira de Economia. 

Marcu 1949. Dupla Tributagdo Internacional e Investimentos: E. L. 
Ropericues. Evolugao Monetdria Internacional: A. H. Hansen. 
Contribuigao da Econometria para a compreensao do mecanismo de trans- 
feréncia ; J. TINBERGEN. 


Obzor Ndrodohospoddisky. (All the articles are written in Czech. The 
journal contains also a review of economic conditions in Czechoslovakia.) 


No. 5, JanuaRy 1949. The Budget of 1949: Z. Lancer. Planning 
for Increased Production: J. NEeBESAR. The Problem of a Planned 
Balance of Payments : M, Horna. 


Statisztikai Szemle. (Formerly Magyar Statisztikai Szemle of which the 
July-December issue did not appear : now Hungarian text only.) 


JaNnuARY-May 1949. An Introduction to the New Series of Statisztikai 
Szemle: G. PrxterR. The Concept of Production: G. JaK6. Certain 
Problems of Industrial Statistics in the New System in Hungary: P. 
Havas. Labour Statistics in Soviet Industry: 8. Genin. A Statistical 
Study of Labour Productivity and Cost of Production in the Textile 
Industry : Dr. K. KApas. The Structure of the Cost of Living Index : 
L. CZINTULA. 


Magyar-Sjovjet Kézgazdasdgi Szemle (Hungarian and Russian tezt). 

No. 11, 1948. The Balance of Hungarian Agricultural Production in the 
First Year of Planning: V. LAzAr. The Organisation of Soviet Collec- 
tive Farming: L. Hantos. The Organisation of Credit Regulation and 
the Part of the National Bank in the Direction of the Economy : B. Sutyox. 
Business Insurance in the Soviet Union: S. B. Hungarian Foreign 
Trade Planning: P. PETAR. 

No. 12, 1948. An Economic Analysis of the Soviet Monetary Reform : 
J. Kronrap. Collective Farm Law in Eastern Europe: L. J6csixK. 
The Fundamental and Advantages of the Socialist Economic System : 
M. Maxkarova. Social Insurance and Pension Schemes in the Soviet 
Union : I. Papyemnov. Planned Investment : A. BIRMANN. 

No. 2, 1949. The Council of Mutual Economic Assistance: R. Harpt. 
Economic Planning and Industry : I. Karczac. The Increase of Pro- 
duction in the Socialist Economy : E.S6ms&N. Rural Credit Policy in our 
People’s Democracy: P. ScuirFER. Group and Individual Farming on 
Soviet Collective Farms : M. DomracHEev. Cost Accounting: J. JOFFE. 
The Conclusion of the Five Months’ Plan and the Beginning of the New 
Plan: L. TimAr. 

Gazdasdg (Hungarian text). 


FEBRUARY 1949 (VoL. IV, No. 3). The Purpose of State Trading : 
M. GerGELy. The Technique of Cost Accounting: G. R&czEy. Wages 
under Socialism : M. Lovas. American Imperialism and the Economy 
of Western Europe: A. Saprr6. Reorganisation of the Hungarian 
Banking System : Dr. Z. OvARY-Papp. 

Fesruary 1949 (Vox. IV, No. 4). Financial Planning and the Single 

Account System (Refers to the new system whereby nationalised enterprises 











480 THE ECONOMIC JOURNAL [SEPT, 


must make all transactions through a single account at the National Bank) : 
B. Sutyox. The New Pensions Scheme since the Liberation: A, 
Szaxasits. The Agricultural Plan in the Co-operatives: P. Rusiyyt. 
Some Problems of the Measurement of the National Product: P. Havas, 
The New Structure of the Hungarian Banking System : Dr. Z. OvAry. 
Parp. Social Insurance in the Soviet Union: J. ViNnczE. Some 
Problems of Statistics (A critique chiefly of Soviet statistical methods) : 
I. PisHAREV. 

May 1949 (Vox. IV, No. 9). Old and New Rent Systems in Agriculture : 
I. G6nez1. Soviet Social Insurance and Old Age Pensions : A. SzaxKasirs. 
Remarks on’ Making Factory Economics Clear and Comprehensible : 
Dr. A. SzAsz. The Economic and Financial Situation in Hungary as 
Reflected in the Reports of the National Bank. 

May 1949 (Vox. IV, No. 10). Omissions in the Construction of the Five 
Year Plan: M. Lovas. Hungarian Cotton Production in Perspective : 
V. LAzAr. Problems of Production in a Planned Economy : M. Spiro. 
Uniformity of Notation in the Service of Socialist Industrial Statistics : 

GAL. The Economic and Finanial Situation in Hungary as Reflected 
in the Reports of the National Bank (continued). 


Probleme Economice (Rumanian teat). 


No. 1, JANuARY—Marcu 1949. The State Plan of the Rumanian People’s 
Republic: 8. ZetcHeR. General Principles Underlying the Financial 
and Economic Unity of the State: A. Tacos. Basic Principles of the new 
Rumanian Salary System: I. Tru. Various Aspects of Standardisation : 
A. Gerson. The Council of Mutual Economic Assistance : V. SToican. 
Report of the Rumanian Workers’ Party on Agriculture. 


Voprosy Ekonomiki (Russian text). 


No. 9, 1948. Michurin Agro-biological Science and the Future Development 
of Agriculture in the U.S.S.R.: V. ABramMov. The Theory of Railway 
Freight Rates: D. CHERNOMORDIK. Economic Changes in Poland: 
M. Dusrovskri. Report of Resolution and Debates of the Institute of 
Economics on the Deficiencies in and Tasks of Scientific Investigation in 
the Sphere of Economics. 

No. 10, 1948. The Stalin Plan for High and Stable Yields : V. Duirrirv. 
New Labour Stimuli and Earnings under Socialism: E. MANervicu. 
On Errors in Methodology in Economic Literature on Industry and Trans- 
port: P. MsristavsKi. The “Gold” Politics of the UWS.A.: F. 
MIKHALEVSKI. The Cripps Plan of Economic Cuts: M. Smit. Co- 
operation between American and Japanese Monopolies : M. LUKIANOVA. 
Discussion on the most recent edition of “‘ published theses”? at a meeting 
of the Chair of Political Economy of the Moscow State University. 

No. 2, 1949. Lenin and Stalin on Economics and Politics : K. Ostroviti- 
ANOV. Fulfilment of the Five-year Plan on Time (Experience of the 
Kirov ‘‘ Dynamo” Works in Moscow): N. Orntovski. A Contribution 
to the History of Agricultural Labour in Russia : 8.Strumitiy. Bulgaria 
on the Road to Socialism: V. StaroDUBROVSKAIA. The Policy of the 
Labourite Colonisers and the Position of Workers in Africa : I. LEMIN. 

No. 3, 1949. The Acceleration of Turnover : G.SattyKov. The Mechanisa- 
tion of Laborious Processes in Soviet Industry: L. Berry and K. 
KumeEnxo. Collective Farm Labour: M. Krarv. The Origins of the 
Ideological Struggle Round Two Types of Bourgeois-agrarian Evolution 
in Russia: N. Tsacotov. The Social—Economic Transformation of 
People’s Democratic Czechslovakia: A. KHacHatTuROv. Against «a 
Reformist Tendency in Works on Imperialism : E. Varaa. 


Pianovoe Khoziaistvo (Russian text). 


No. 1, 1949. Forward to Communism under the Unconquerable Banner of 
Lenin and Stalin. The Teaching of Lenin and Stalin on Building 
Communism: A. LrontiEv. Additional Sources of Industrial Profit- 
ability: L. MaizENBERG. Maximising the Output and Improving the 
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Quality of Coal: P. NaumenKo. Improving the Quality and Range of 
Basic Consumer Goods : P. EVSEEV. 

No. 2, 1949. Bolshevik Planning—Powerful Instrument of the Steadfast 
Upward-trend in the National Economy of US.S.R. Questions of 
Socialist Industrialization in Vols. 7, 8, 9 of the Works of Stalin: F. 
KosHELEvV. State Budget for the 4th Year of the Stalin Postwar 5 Year 
Plan: A. ZVEREV. Struggle for Economy and for the Acceleration of 
Turnover: G. It1n. Complex Mechanisation of Building: V. BuRGMAN. 
Expansion of the Oil Monopoly of the U.S.A.: L. Boxova. 


Gospodarka Planowa (Polish text). 


JANUARY 1949. Issue devoted to the new Polish six-year plan in its 
various aspects. Fundamental requirements: A. WANG. griculture : 
L. RzENDOWSKI. Construction : 8. PreTrostewicz. Social and Cultural 
Problems : 8. Garczinsk1. Technology: A. ZaALEWSKI. Soviet Assist- 
ance: H. R6zansxi. Measurement of Productive Capacity. J. 
ZAREMBA. Location of Industry: W. Bucu. Investments for 1949: 
B. Minc. The Profitability of Soviet Enterprises : L. MAJZENBERG. 

Fepruary 1949. Lenin on Planning. The Council of Mutual Economic 
Assistance. The National Economic Plan for 1949: 8S. Masewsx1. 
Report on the Execution of the Plan for 1948. The Principles and Structure 
of the Preliminary Budget for 1949: L. Kurowsk1. Autonomy within 
a Planned Economy: M. JaroszyNski. Wage Reform: J. JANIAK. 
Metallurgical Industry in the Six-Year Plan: M. Lesz. The Liquid Fuel 
Industry in the Six-Year Plan: Dr. M. KorotEwicz. Industry in the 
Czech Five-Year Plan: 8S. Wietsxi. The 1949 Rumanian Plan: J. 
KOosEMIN. 

Marcu 1949. Re-organisation of the Central Economic Administration. 
The Preparation of the Industrial Plan for 1950: A. Wane. The 
Financial Plan in Practical Planning: B. Buass. The Role and Prob- 
lems of the Investment Bank: J. Wosnar. The Inception of the Plan 
for Raising Livestock Production: M. Marxsanowicz. Reform of the 
Statistical Programme: Z. Papowicz. The Methods of Planning Con- 
struction: K. Szcomski. Railway Problems in the Six-Year Plan: B. 
Cywinski. Hydro-electrification : L. Nowicx1. 

Aprit 1949. The Appeal of the National Economic Council. The Way 
to Social Planning of Finance: K. LuBrENSKI. The Programme for the 
Chemical Industry in the Six-Year Plan: A. ZMAzyNsx1. The Test 
of Solving Problems of Motorisation in the Plan. The Six Year Plan: 
J. SmicretsKi. The Essence of Planning an Economic System: Z. 
Prrozynski. The Methodology of Planning in Sea Ports: J. Paszxo- 
wicz. The Finance of International Trade. J. Soxotowsk1. The 
Bulgarian Plan: A. STAN. 


Wiadomosci Narodowego Banku Polskiego (Polish text). 


No. 1, JANUARY 1949. Remarks on the Financial Centrol of Nationalised 
Enterprises: J. Hermanowicz. French Monetary Policy in 1948: 
F. StrzeszEwski. Problems of Investment Finance: B. Buass. The 
Essence of the Credit and Cash Issue Plans : Dr. P. SutMIcK1. 

No. 3, Marcu 1949. ‘‘ Khozrashchot”’ : Fedosiev (Soviet Cost-accounting). 
Banking Method on the Payment of Invoices: K. Strzecocxi. The 
Argentine Crisis: Dr. 8. PerozyNsxi. The Financial Situation of 
Latin America: R. Semier. The New Organisation of Czechoslovak 
Banks : J. RumuER. The Social Budget for 1949 : Z. PrrozyNsxt. 


Izestia Akademii Nauk S.S.S.R. (Bulletin of the Academy of Sciences 
of the U.S.S.R.), Economics and Law Section (Moscow). 


1949, No. 1. The Réle of Consumers’ Co-operation in the Realisation of the 
Lenin—Stalin Co-operative Plan: F. Aiturin. The Réle of Science and 
Technique in the Transition from Socialism to Communism : A. ARAKELIAN. 
On Some Tendencies in the Development of Agriculture in U.S.A. and the 
Situation of Farmers : N. M. SEGAL. 
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Monthly Circular Survey of Economic Conditions in Japan. 
SEPTEMBER-OCTOBER 1948. General Economic Survey. Timber Require- 
ments and Forestry Conditions. Analysis of Business Results (1). 
NOVEMBER-DECEMBER 1948. General Economic Survey. Analysis of 
Business Results (2). 
JANUARY 1949. Economic Situation during 1948. 





NEW BOOKS. 
British. 
ANDREWS (P. W.S.). Manufacturing Business. London: Mac- 
millan, 1949. 84’. Pp. xviii + 308. 15s. 
[To be reviewed. ] 


ASHLEY (Sir WILLIAM). The Economic Organisation of England. 
Third edition. London: Longmans, Green, 1949. 7”. Pp. vii ~ 
269. 8s. 6d. 


[There can be few among the present generation of economists who were not 
brought up on Sir William Ashley’s admirable little book. A generation of new 
work has by no means supplanted it as a useful first introduction to the subject. 
Prof. G. C. Allen has been persuaded by the publishers to add three chapters, 
in which he shows how the events of the past thirty-five years have modified the 
industrial tendencies that Sir William Ashley discussed in 1914. These new 
chapters are respectively entitled ‘‘ Economic Instability and the Unemployment 
Problem,”’ and ‘* State Intervention and the Decline in Competition,’ subdivided 
into two parts. In these Prof. Allen has admirably succeeded in achieving the 
wise simplicity and generalisations that characterised the original book.] 


Bast (S. K.). Financing of Post-War Industry. Calcutta: Book 
Exchange, 1948. 8’. Pp. viii + 96. Rs. 5/-. 

[This small book is concerned primarily with the problems of financing post- 
war industry in India. But as a first stage in the process of learning from ex- 
perience, the author studies in some detail the construction and operations of 
the Industrial and Commercial Finance Corporation and the Finance Corporation 
for Industry in Great Britain, the Industrial Development Bank of Canada, and 
the Industrial Finance Department of the Commonwealth Bank of Australia. 
Thus armed, he proceeds to consider the Industrial Finance Corporation of India 
and as an appendix publishes the Act which set it up. On the whole the author 
is satisfied that it is on the right lines and fills a serious gap in India’s national 
economic structure. } 

Bonn (M. J.). Wandering Scholar. London: Cohen & West, 
1949. 83”. Pp. 403. 18s. 

[To be reviewed.] 

BRITISH INSTITUTE OF MANAGEMENT. Conference Series 1. Effici- 
ency and Consumer’s Choice. <A report of the 52nd Oxford Manage- 
ment Conference.’ London: British Institute of Management, 1949. 
9”. Pp. 52. 5s. 

[The Report of a conference held at Scarborough during October, 1948. 
Speakers, whose addresses are here printed, included: Prof. A. J. Brown, who 
discussed such problems as consumer’s sovereignty and technical efficiency; 
Mr. Herbert Morrison, who dealt with the consumer in relation to non-competitive 
industry ; Mr. T. H. Windibank (of Crompton Parkinson Ltd.), who spoke of the 
advantages to the producer of limitation of choice; Mr. Sinclair Wood (of Pritchard 
Wood and Partners), who spoke of marketing and distribution methods. The 
subsequent discussions are also summarised. } 

BRITISH INSTITUTE OF MANAGEMENT. The Organizational Struc- 
ture of Large Undertakings—management problems. London: 
British Institute of Management, 1949. 94’. Pp. 39. 2s. 6d. 

[An examination by Sir Charles Renold of the nature of ** large scale-ness ”’ 
and its effects on methods of organisation of management. It concerns itself in 
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part with the limits of the manageable size of an undertaking and is of consider- 
able interest not only to managers of firms but also to economists who are inter- 
ested in the optimum scale of productive organisations. ] 


British INSTITUTE OF MANAGEMENT. Problems of Growth in 
Industrial Undertakings. London: British Institute of Management, 
1949. 9”. Pp. 44. 5s. 

[A paper by Mr. Urwick which analyses the different forms which a manage- 
ment may take at different sizes in the process of growth. In the view of the 
author three main problems of growth are likely to emerge. First, the problem of 
delegation by an owner-manager who has dealt with all the major functions of a 
business single-handed. Second, the problem of passing from a true “line ”’ 
organisation when a business begins to need specialised and authoritative handling 
of its ancillary functions. Third, the problem of co-ordination created by pro- 
gressive specialisation. The paper was discussed at a Conference in London, and 
the record of the subsequent discussion is attached. ]} 


BritisH LIBRARY OF POLITICAL AND ECONOMIC SCIENCE. Guide to 
the Collections. London: British Library of Political and Economic 
Science, 1948. 84’. Pp. 136. 2s. 6d. 


[A revised edition of the second part of A Reader’s Guide to the Library of the 
London School of Economics. It indicates the principal bibliographical tools 
and the basis of classification in each main section of the library.] 


CoLE (MARGARET). Miners and the Board. London: Fabian 
Publications and Victor Gollancz, 1949. 8}. Pp. 25. Is. 


[Mrs. Cole has attempted an honest, objective and dispassionate appraisal 
of the consequences of nationalisation of the coal industry as they are seen by the 
working miner. Because it is objective, and written by an avowed socialist, 
it will provide much ammunition for the opposition in the forthcoming election. 
The Fabian group, whose work she summarises, circulated a long and complicated 
questionnaire (a thing which one gathers from the pamphlet is a red rag to the 
working miner) to an unspecified number of individually selected people in the 
industry, chosen because they were well-placed for ascertaining and evaluating 
the general trend of opinion among those working in their particular districts. 
They got eighty-eight replies, and the pamphlet is based on that evidence. It 
suggests that the ordinary miner is loyal to the government, but intensely critical 
of the Coal Board; that he believes that it has created an unnecessarily large 
hierarchy of unnecessary and ill-chosen officials; that he knows little of the 
functions of management to be performed and the extent to which increased 
provision for safety, welfare and research has been responsible for some increase in 
the numbers, but not appreciably in the total cost of management. Mrs. Cole 
and her Group urge improved staff training, a great effort to improve personnel 
policy but not by special personnel managers who are suspect, the systematic 
training of managers, overmen and deputies, a more representative system of 
appointment of the higher levels of consultative committees, a better balance 
between centralisation and decentralisation, and finally new blood infused into 
the controlling bodies.] 


Co-OPERATORS’ YEAR Book 1949. Leicester: Co-operative Pro- 
ductive Federation Ltd., 1949. 7’. Pp. 112. Ils. 


[As in past years, this volume contains a series of essays not only on aspects of 
co-operation but also on the broader nature of Labour policies. It includes, for ex- 
ample, discussions of industrial relations under a Labour government by Prof. 
G. D. H. Cole and of socialisation by Prof. J. B. Taylor.] 


Crooks (M.) and Crawrorp (H.). The Practical Commercial Self- 
educator. London: Odhams Press, 1949. 84’. Pp. 704. 8s. 6d. 


[This book is a compendium of the practical techniques that are used in com- 
mercial work. Itstarts with a short section on the forms of business organisations, 
and the mechanical equipment of an office, with illustrations of calculating 
machines and other appliances. It goes on to sections on commercial correspond- 
ence, typewriting, commercial arithmetic, book-keeping and the like. There 
are short sections on commercial geography, imports and exports, the economic 
theories of production and distribution, works management and costing, mercan- 
tile law, insurance, advertising, salesmanship and finally business statistics. 
While it includes an immense range of information, presented in each case by 
No. 235—vou. Lrx. KK 
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an expert on the subject, to compress so much into a single volume has inevitably 
meant that the treatment of each subject must be very brief and in some cases 
superficial. } 


CurtTISs-BENNETT (StR NOEL). The Food ofthe People. The history 
of industrial feeding. London: Faber & Faber, 1949. 84’. Pp. 
320. 16s. 

[To be reviewed.] 


GanpuHI (M. P.) (Ed.). The Indian Sugar Industry (1947-48 
annual). Bombay: Gandhi, 1948. 93”. Pp. xlviii + 136 + 30. 
Rs. 6/-. 

(Mr. Gandhi’s Annual Review again discusses the development of the sugar 
industry in India during 1947-48 with some comments on the following season.] 


Hawtrey (R. G.). Western European Union. Implications for 
the United Kingdom. London: Royal Institute of International 
Affairs, 1949. 83”. Pp. 126. 5s. 

[To be reviewed.] 


International Studies. Poland’s Western Territories. London: 
Diplomatic Press and Publishing Co., 1949. 8’. Pp. 16. Is. 


[An account in English of Polish achievements since 1945 in the area between 
the pre-1939 frontiers of Poland and the new Oder-—Neisse line. It is not easy, 
on the basis of this pamphlet, to compare the production of that area with that 
of pre-war years. Contrasts are drawn rather with the state of the area in 1945 
and the heroic progress in increasing output is emphasised. ] 


Jones (I. G.). Essentials of Economics. London: Macdonald, 
1949. 84’. Pp. viii + 293. 9s. 6d. 


[The author of this book is an Assistant Master at Epsom County Grammar 
School and at the same time lecturer in economics at the Technical College, 
Kingston-on-Thames. He has produced a rather unusual book. He wholly 
eschews literary artifice. The book is a series of numbered and subdivided notes 
setting out the main points. For example under, ‘‘ Factors Influencing the Size 
of a Business Unit ’’ appear seven main heads, most of which are subdivided into 
three or more points. Each term or law is defined, and where possible each point 
is illustrated. The result is extreme brevity and considerable lucidity at the 
expense of some considerable aridity. It is not easy to appraise the work unless one 
has seen it actually used and has discovered whether pupils, in fact, enjoy such 
dessicated pabulum. It is in the main accurate and careful. On the usual test 
course for books on elementary principles it fails only on quasi-rent, which appears 
to be treated as an abnormal surplus in excess of normal profits despite Marshall’s 
footnote (8th Edition, p. 424). The value of money is explained (as is to be 
expected) in crude quantity theory terms. The treatment of rent does not 
effectively distinguish scarcity rent from differential rent and relies almost wholly 
on the latter aspect. The word marginal is nowhere clearly defined, and marginal 
utility and marginal cost are simply the utility or cost of the marginal unit. 
Again, we are told that ‘‘the employer purchases his labour, materials, and 
capital, up to their margin of productivity ’’ without being told what this means. 
These may, however, be among the inevitable and necessary simplifications into 
which every elementary expositor is driven.] 


JOUVENEL (B. DE). Problems of Socialist England. Translated 
by J. F. Huntingdon. London: Batchworth Press, 1949. 84’. 
Pp. xvii + 221. 12s. 6d. 

[To be reviewed.] 

KerrsTEaD (B. 8.). The Theory of Economic Change. Toronto 
and London: Macmillan, 1948. 8’. Pp. xi+ 386. 25s. 

[To be reviewed.] 

Keynes (J. M.). Two Memoirs. London: Rupert Hart-Davis, 


1949. 8”. Pp. 106. 7s. 6d. 
[To be reviewed.] 
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Krirkaupy (H.8.). The Spirit of Industrial Relations. Bombay : 
Oxford University Press (London : Geoffrey Cumberlege), 1947. 7}’’. 
Pp. xviii + 108. 7s. 6d. 

[To be reviewed.] 


Lewis (W. ARTHUR). Overhead Costs. Some essays in economic 
analysis. London: Allen & Unwin, 1949. 83”. Pp. 200. 15s. 
[To be reviewed.] 


Lipman (V. D.). Local Government Areas 1834-1945. Oxford: 
Blackwell, 1949. 83’. Pp. x-+ 506. 25s. 
[To be reviewed.] 


MansERGH (N.). The Commonwealth and the Nations. London: 
Royal Institute of International Affairs, 1948. 73’. Pp. viii + 229. 
8s. 6d. 

[To be reviewed.] 


Mart (J. E). “The Common Man.” Feeding a hungry world. 
Shrewsbury : Wilding, 1949. 7”. Pp. 41. 5s. 6d. 


[A plea for economic development under the spur of private enterprise, with a 
limited state supervision, confined to matters of welfare and efficiency. ] 


Morrison (HERBERT). Socialism the British Way. London: 
Essential Books Ltd., 1948. 7’. Pp. 345. 10s. 6d. 
(To be reviewed.] 


Narpu (B. V. NaRAYANASWAMI). Sir William Meyer Endowment 
Lectures, 1947-48. Madras Finance. Madras University, 1948. 
93”. Pp.140. Rs. 5/-. 


[Six lectures devoted to various aspects of the finance of the Province of 
Madras. } 


The Nuffield Provincial Hospitals Trust. A Report on the Purpose 
and Activities of the Trust, 1939-1948. Oxford: University Press, 
1949. 83. Pp. 54. 


[A most impressive record of the work supported by the Trust down to July 
1948. It is followed by a frank discussion of the place of such a Trust under 
the National Health Service Act. The Trustees have decided that there still 
remains plenty of work to do, which ‘‘ can be summed up in three words : study, 
experiment, and demonstration.”’] 


Picou (A. C.). Employment and Equilibrium. Second edition. 
London : Macmillan, 1949. 8}. Pp. x + 283. 18s. 


[In this revised edition the principal changes affect the statement of the 
Stability Conditions, formerly included in Chapter III of Part II. Two new 
chapters are substituted for the original single chapter. The new Chapter IV 
takes account of the criticisms made by Mr. Tsiang in the Economic JOURNAL 
of December 1944 and of the author’s article in the Economic JouRNAL of 
December 1945.] 


PortEous (CricHToN). Pioneers of Fertility. London: Fer- 
tiliser Journal, 1949. 8”. Pp. 125. 10s. 


[This book consists of a series of brief studies of about a score of the out- 
standing personalities in the literature and history of farming from Fitzherbert to 
the present day. Each study occupies a few pages only and is very slight. It is 
apparently intended for popular reading and may serve that purpose though there 
are some errors of fact. The statement of average crop yields in 1750 given on 
p. 10 is much too low. Such averages would be more appropriate to the 1250 
than 1750, and of course it is quite incorrect to say that before Arthur Young’s 
time most wheat was imported. This country, in fact, was a wheat exporting 
country until about 1775. Such errors as this are unfortunate in a book designed 
to have a wide popular appeal. ] 
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Proceedings of the International Congress on Population and World 
Resources in Relation to the Family. London: H. K. Lewis for the 
Family Planning Association of Great Britain, 1948. 8}. Pp, 
xviii + 246. 10s. 6d. 


{A record of a conference held at Cheltenham in August 1948 under the 
organisation of the Family Planning Association.] 


Ramaswamy (T.N.). Rebuilding India. Banaras: Nand Kishore, 
1948. 7”. Pp. 259. 9s. 


[Mr. Ramaswamy has set out to build the framework of a plan for Indian 
economic development. Any author who attempts this is necessarily in a 
dilemma. Either he plunges into statistical’detail, and a reader becomes sceptical 
of his statistics; or he eschews an excess of statistics, and a reader becomes 
sceptical because he feels uncertain whether the rates of progress and of the growth 
and distribution of the national income that have been assumed are unrealistic. 
Mr. Ramaswamy has preferred the second horn of this dilemma. He sets out 
the general strategy and a considerable number of detailed targets for agricultural 
and industrial expansion; but a reader, regrettably without help from an index, 
finds it difficult to judge whether all these objectives are mutually consistent and 
reasonably practicable. It is, nevertheless, a stimulating little book appearing 
at an opportune moment.] 


Review of the Trade of India in 1944-45. Delhi: Manager of 
Publications, 1949. 93’. Pp. 266. 4s. 6d. 
[This rather belated volume carries the record of India’s foreign trade down 


to the end of 1945 when the shadow of the war still affected all sections of the 
trade. ] 


Ric (E. E.) (Ed.) assisted by Jounson (A. M.). The Publications 
of the fludson’s Bay Record Society. Vol. XI. Letters Outward, 
1679-1694. London: The Champlain Society for The Hudson’s Bay 
Record Society, 1948. 9’. Pp. xli + 414. 

[The introduction of this volume makes a new departure by publishing a 
number of the contemporary maps of the areas covered by the Charter of the 
Hudson Bay Company. Since all parties to the disputes which arose after 1680 
based their claims on the evidence of maps, a knowledge of the contemporary 
cartography is necessary to any full understanding. Six maps are beautifully 


reproduced in this volume, and their evidence is discussed and assessed in the 
introduction by Dr. E. G. R. Taylor.] 


RosBertson (D. H.). A Study of Industrial Fluctuation. Series of 
Reprints of Scarce Works on Political Economy. No. 8. London: 
London School of Economies and Political Science, 1948. 84’’. Pp. 
xxi + 277+ 31. 

[The re-appearance of Prof. Robertson’s earliest book in the series of Re- 
prints of scarce works on Political Economy is immensely welcome. It is pre- 
faced by a New Introduction in which the author charmingly expresses his 
diffidence and invites readers ‘‘ to use it with especial care and scepticism.” But 
he rightly draws attention to the fact that this discussion of 1915 ante-dates in 
several ways the discussions of ‘‘ output as a whole ” in the 1930’s It is good that 
this book should again be available to all who are working in this field.] 


SaLaMAN (R.N.). The History and Social Influence of the Potato. 
Cambridge : University Press, 1949. 9”. Pp. xxiv + 685. 50s. 
[To be reviewed.] 


SHackLE (G. L. S.). Expectation in Economics. London: Cam- 
bridge University Press, 1949. 83”. Pp.x-+ 146. 10s. 6d. 
[To be reviewed. ] 


Smirx (W,). An Economic Geography of Great Britain. London: 
Methuen, 1949. 84’. Pp. xii + 747. 32s. 6d. 
[To be reviewed.] 
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SpROULL (R.). Accountants’ Fees and Profits. London: Pitman, 
1949. 83. Pp. vili+ 291. 28s. 

[This book sets out the basis of the various scales on which accountants’ 
fees are assessed, the rates that are applicable in different types of cases, the 
implications of the Companies Act and of other legislation and government 
action, followed by a discussion of the buying of a practice and of the assessment 
of costs and profits in a partnership or larger firm of accountants. ] 


TILLYARD (Stk FRANK), assisted by Batt (F. N.). Unemployment 
Insurance in Great Britain 1911-48. Leigh-on-Sea: Thames Bank 
Publishing Company, 1949. 83”. Pp. ix + 233. 2ls. 

[To be reviewed. ] 

Timber Industries Conference. Record of Proceedings. London : 
Timber Development Association, 1949. 84’’. Pp. 61. 

[A record of a conference convened by the Timber Development Association 
in March 1949. Its purpose was to consider the effects over a broad field of 
industry of the restrictions on timber imports, to secure as much agreement as 
possible on the means of overcoming the difficulties and to agree on recommenda- 
tions to be made to the President of the Board of Trade. Experts from different 
sections of the timber-importing trade described the difficulties of supply and 
representatives of the timber-using industries analysed their own special problems. 


Towards a Socialist Australia. Sydney: Fabian Society of New 
South Wales, 1949. 8}. Pp. 32. Is. 

[An attempt to state the case for Socialism in Australia and a plea that the 
Australian Labour Party should put forward a short-term programme for the 
next five years. ] 


WituiaMs (J. H.). Post-war Monetary Plans and Other Essays. 
Oxford : Basil Blackwell, 1949. 8”. Pp. viii + 395. 16s. 


(This first English edition of Prof. Williams’s admirable collection of essays 
includes, besides the commentaries on the development of the International 
Monetary Fund incorporated in the successive American editions, two highly 
stimulating essays on Keynesian economics and the Marshall Plan. The latter, 
reprinted from Foreign Affairs, is an extremely well-balanced appreciation of 
the problems of European economic recovery, stressing the necessity for treating 
the European problem as a whole. The former, retrieved from the limbo of the 
Papers and Proceedings of the Sixtieth Annual Meeting of the American Economic 
Association, presents a rather sceptical appraisal of Keynesian economics as a 

ide to policy. The consumption function, on which the whole theory of effective 
demand depends, is challenged as being inconsistent with the statistical findings of 
Kuznets (recent efforts to shore up the concept with a “‘ secular upward drift ” 
to the contrary); and the concept is criticised as presenting an over-simplified 
picture of the interaction of consumption and investment in the process of 
economic growth—Prof. Williams stresses the autonomous nature of spending on 
consumers’ durables. As monetary theory, he argues, aggregative analysis 
encounters difficulty with price-wage changes in near-full-employment conditions ; 
as trade cycle theory, not only does the Keynesian theory add nothing to previous 
knowledge, but the static nature of its concepts makes it inferior to the Swedish 
and Robertsonian approaches. Prof. Williams’s general conclusion is that Keynes 
overgeneralised a theory constructed to support a particular policy reeommenda- 
tion, and that ‘‘ the wave of enthusiasm for ‘the new economics’ will, in the 
longer perspective, seem to us extravagant.” This essay, and indeed the whole 
of the book, deserves to be read (and re-read) by British economists; for Prof. 
Williams’s shrewd common sense has often led him to foresee problems only 
appreciated by policy-makers after bitter experience. The American edition was 
reviewed by Mr. Guillebaud in the Economic JourNAL of March, 1946.] 


Woop (W. E.). The Road to Your Career. Accountancy. A 
guide to those who are considering it as a career. London: James 
Barrie, 1949. 73”. Pp. 55. 2s. 6d. 


[A brief guide for those who are thinking of accountancy as a career. It ex- 
plains the divisions of accountancy, the functions and responsibilities of the 
chartered or auditing accountant, of the company accountant, the municipal 
accountant, the cost and works accountant. It describes the Societies and their 
examinations and gives a list of books for further reading and information.] 
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Yates (F.). Sampling Methods for Censuses and Surveys. London : 
Charles Griffin, 1949. 9’. Pp. xiv + 318. 24s. 
[To be reviewed.] 


American. 


Brisco—E (VERA), Martin (J. W.) and Reeves (J. E.). Safe. 
guarding Kentucky’s Natural Resources. University of Kentucky, 
Lexington : Bureau of Business Research and Bureau of Government 
Research, 1948. 9”. Pp. x + 224. 

[This is a survey of the administrative machinery for conserving the natural 
resources of Kentucky, and developing and exploiting them according to some 
conscious and systematic policy. Much is already done, but larger staffs and larger 
expenditures are recommended, and in some fields, notably mineral resources, 
conservation policy would appear to need strengthening. ] 

Cortney (P.). The Economic Munich. New York: Philosophical 
Library (London: Isaac Pitman), 1949. 83”. Pp. xx + 262. 15s. 

(The underlying purpose of this book is best described in the author’s own 
words: ‘‘ The occasion of this book is the signing of the International Trade 
Organisation Charter at Havana. This document is the product and combined 
result of economic fallacies and lack of vision. The ideas or doctrines underlying 
many objectionable provisions of the I.T.O. Charter are the aftermath of Keynes’ 
teachings, and, perhaps even more so, of its distortions by zealots, ignorants, 
clever politicians or ‘ do gooders.’ ”’] 


CuuuiTon (J. W.). The Management of Marketing Costs. Harvard 
University : Graduate School of Business Administration, 1948. 8”. 
Pp. x + 166. $2.50. 

[This is a preliminary study of the way in which business men regard marketing 
costs and of the techniques employed to estimate their efficiency. It reveals a 
great lack of standardization and is of interest for the problems which it introduces 
rather than for the conclusions which are reached. The principal of the latter is 
the need for further and more systematic research. ] 

Delivered Pricing and the Law. Washington D.C.: Chamber of 
Commerce of the United States, 1948. 9’. Pp.27. 20 cents. 

[This pamphlet is concerned with the legal position of the practice of charging 
delivered prices, of which the Pittsburgh-plus system is but a single example. 
Recent decisions, both of the Federal Trade Commission and the Supreme Court, 
are both complicated and controversial. This pamphlet attempts to set out 
the matters at issue and suggests the possible impact of different pricing policies 
on the American economy. ] 

DurerR (W. A.). The Economic Problems of Forestry in the 
Appalachian Region. Cambridge, Mass.: Harvard University Press 
(London: Geoffrey Cumberlege), 1949. 84’’. Pp. xi + 317. 

[To be reviewed. ] 


Dountop (J. T.). Collective Bargaining: Principles and Cases. 
Chicago: Richard Irwin, 1949. 9”. Pp. xi + 427. $5.00. 


(To be reviewed.] 


The Economics of the Money Supply. Washington D.C. : Chamber 
of Commerce of the United States, 1948. 9’. Pp. 39. 25 cents. 
[An elementary account of the processes of credit expansion. ] 


ErrrEmMan (W. J.), Price Determination. Business Practice 
versus Economic Theory. Ann Arbor : School of Business Administra- 
tion, University of Michigan, 1949. 11”. Pp. 39. 


[This monograph aims at a re-formulation of the theory of the equilibrium of 
the firm in rather more realistic terms and to bridge the gap between what the 
business man thinks he is doing and what the economists argue that he must do if 
he is to survive in the face of even such competition as prevails in conditions of 
imperfect competition. The monograph deserves attention and does not easily 
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lend itself to brief summary. Dr. Eiteman’s main emphasis is on the importance 
of the study of turn-over, and its lengthening and shortening in the trade cycle; 
on inventories and their changes; on the twilight of uncertainty regarding the 
precise limits of demand. On the basis of these ideas, he seeks to build up a 
theory of price-output policy where price is equal to average cost at the minimum 
practicable scale of operation, and considerably above average cost at the probable 
scale of operation.] 

Gipson (R.). Cotton Textile Wages in the United States and 
Great Britain. A comparison of trends, 1860-1945. New York: 
Columbia University, King’s Crown Press (London: Geoffrey Cumber- 
lege), 1949. 84. Pp. 137. 12s. 6d. 

[An interesting comparison of wages in the cotton industries of the U.S.A. 
and Great Britain and their trends from 1860 to 1945. Even as early as 1860 
the British full-time weekly wage was only 67% of the American. Since then 
the upward trend in the U.S.A. has been faster. British wages were about 62% 
of U.S. wages in 1914; they were 52% in 1932; they briefly reached 64% in 
1935, but were back to 60% in 1938 and down to 51% in 1945.] 

GraHAM (F. D.). The Theory of International Values. Princeton 
University Press (London: Geoffrey Cumberlege, 1949), 1948. 9’. 
Pp. 349. 27s. 6d. 

[To be reviewed.] 


Haun (L. A.). The Economics of Illusion. A critical analysis of 
contemporary economic theory and policy. New York: Squier 
Publishing Co., 1949. 9”. Pp. viii + 273. $4.00. 

[To be reviewed.] 


Hansen (A. H.). Monetary Theory and Fiscal Policy. New York 
and London: McGraw-Hill, 1949. 9’. Pp. vi+ 236. 18s. 
[To be reviewed.] 


Harris (SEyMour E.). The European Recovery Program. Cam- 
bridge, Mass. : Harvard University Press (London : Geoffrey Cumber- 
lege, 1949), 1948. 83’. Pp. xvii + 309. 25s. 

[To be reviewed. ] 

Hart (A.G.). Money, Debt and Economie: Activity. New York: 
Prentice-Hall, 1948. 9’. Pp. xviii + 558. $6.65. 

[To be reviewed.] 


Howe (W.). The Mining Guild of New Spain and its Tribunal 
General, 1770-1821. Cambridge : Harvard University Press (London : 
Geoffrey Cumberlege), 1949. 84’’. Pp. 534. 42s. 

[To be reviewed.] 


Ienatius (P. R.). The Film in Industrial Safety Training. Har- 
vard University : Division of Research, Graduate School of Business 
Administration, 1949. 8”. Pp. viii+ 119. $1.50. 

[This not only contains a technical study of the major problems of using 
films in industrial safety training, but attempts also to relate their use to the 
broader field of audio-visuai training aids. It forms a part of a wider scheme of 
such research by the Harvard Business School.]} 


KENNEDY (T.). Effective Labor Arbitration. The impartial 
chairmanship of the full-fashioned hosiery industry. Philadelphia : 
University of Pennsylvania Press (London: Geoffrey Cumberlege, 
1949), 1948. 9”. Pp. xi + 286. 20s. 


[This monograph records the results of the appointment in 1929 of an impartial 
chairman as an arbitrator with the power of final decision if any dispute could not 
be settled by negotiation between the union and the employees in the unionised 
section of the industry. Before that, the unionised firms were losing ground 
rapidly to non-unionised. This book gives some history of the succeeding years 
and shows the procedures and techniques evolved. The purpose of this book is to 
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make available the lessons of this experiment, partly so that other industries may 
profit by them, partly so that defects may be remedied. ] 
Lewis (E. H.). Marketing Patterns of Philadelphia Wholesalers. 
Philadelphia : University of Pennsylvania, 1948. 9’. Pp. vi + 90. 
[A Ph.D. Thesis of the University of Pennsylvania. ] 


Link (Epira M.). The Emancipation of the Austrian Peasant 
1740-1798. New York: Columbia University Press (London: 
Geoffrey Cumberlege), 1949. 9’. Pp. 204. 16s. 

[To be reviewed.] 


LiTTERER (O. F.). Where does Small Business Obtain its Capital ? 
Minneapolis : Federal Reserve Bank, 1948. 84’’. Pp. 18. 

[This short study is based on inquiries made from 122 firms in a wide range of 
typical communities in the ninth district; sixty-nine of them were individual 
proprietorships or partnerships; four were Co-operatives; the remaining forty- 
nine were corporations. Dr. Litterer hesitates to generalise as to how precisely 
small businesses are provided with equity capital, and long- and short-term 
borrowed capital. But he concludes that, in present circumstances in the U.S.A., 
the number of potential new firms which are precluded from being started by lack 
of capital is not large.] 


Martin (J. W.) and Morrow (G. D.). Taxation of Manufacturing 
in the South. University of Alabama: Bureau of Public Administra- 
tion, 1948. 9”. Pp. viii + 110. 

[State and local taxation in the Southern States is found after detailed examina- 
tion and comparison to be relatively favourable to the continued growth and 
development of manufacturing industries. ] 

MATHERLY (ALVA Marian). Kentucky State Purchasing. Uni- 
versity of Kentucky, Lexington : Bureau of Business Research, 1948. 
9’. Pp. 61. 50 cents. 

[A study of centralised purchasing by the State government of Kentucky. 
The goods concerned would appear to be chiefly paper, stationery and office 
supplies generally for the State offices and the public printer.] 

MILLBANK MEmoRIAL Funp. International Approaches to Prob- 
lems of Undeveloped Areas. New York: Millbank Memorial Fund, 
1948. 9”. Pp. 76. 25 cents. 

[This contains nine papers delivered at a Round Table on International Ap- 
proaches to Problems of Undeveloped Areas held in 1947 by the Millbank Me- 
morial Fund. Papers are included by: Frank Notenstein on demographic 
problems; Henri Laugier of the U.N. Department of Social Affairs on first steps 
to live problems; David Weintraub on the work of the Economic and Social 
Council in this field; Leonard Rish on financial aspects; Samuel Thompson on 
social aspects of rural industrialisation; William Forscot on health aspects; 
Sir Raphael Cilento on social and evolutionary perspectives; Kingsley Davis on 
Puerto Rico’s population problems; Rexford Guy Tugwall on problems of 
reconstruction in Puerto Rico.] 

NATIONAL PLannineG Association. New Industry comes to the 
South. A summary of the report of the NPA Committee of the South 
on Location of Industry. Washington D.C.: National Planning 
Association, 1949. 9”. Pp. xv + 31. $1.00. 

[This is a summary of the Report of the National Planning Association Com- 
mittee of the South on Location of Industry. It attempts to appraise the Southern 
market, the material supplies of the South, the labour supply, transport facilities 
and the like.] 

NaTIONAL PLanNninG AssoctaTion. Planning by Americans in 
Agriculture, Business, Labor, the Professions. 1949 Report to Members 
of the National Planning Association. Washington D.C.: National 
Planning Association, 1949. 11”. Pp. 36. 


[A popular and richly illustrated account of the work of the National Planning 
Association. ] 
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NATIONAL PLANNING AssociaTION. Planning Pamphlets. No. 66. 
Must we have Food Surpluses? Pp. viili+ 45. No. 67. Beyond the 
Marshall Plan. By J. K. Galbraith. Pp. iv + 28. Washington 
D.C. : National Planning Association, 1949. 74’’. 50 cents. 

[To the English reader, who necessarily asks himself “‘ Must we have perpetual 
food shortages ?”’ the title of the first of these pamphlets is a paradox. He will 
find his potential hunger dismissed in a page entitled ‘‘ Plenty of Need but Few 
Dollars.”’ The Solution advocated is to shift production, including farm produc- 
tion, to fit the new demands of the American public. Part of the world is short of 
food, and America rich in developed farm production, why cannot the world 
be encouraged to pay America with manufactures? This pamphlet is skating 
on the surface of the problems it is analysing. The second pamphlet contains a 
most interesting analysis of European problems by Dr. Galbraith, preceded by a 
Joint Statement by the Board of Trustees and four of the N.P.A. Committees con- 
cerned with such problems. Dr. Galbraith emphasises that there are two groups 
of problems, political and economic, which the Marshall Plan is seeking to solve. 
In the political field it aims to consolidate the non-Communist forces in European 
countries. But Dr. Galbraith sees a tendency of fairly long standing for European 
politics, outside of the United Kingdom and one or two other countries, to become 
polarised at the two extremes. He attributes the contrast in this with the United 
States to the fact that in America great reforms can be wreaked from nature and 
made within the normal trend of progress in a country of great natural resources ; 
in Europe the major reforms cannot be made without conflict between ‘‘ haves ”’ 
and ‘‘ have-nots.’’ He is concerned at the increasing alliance of American opinion 
with the ‘‘ haves,’’ and at the tendency to seek to impose on European countries 
in which democratic-socialism is a potential force—with its symbols of public 
ownership, government planning and the gradual evolution of a worker’s State— 
the American symbols of private ownership, free enterprise and capitalism. 
“Moreover, the American version of free enterprise, a system that permits of an 
infinite variety of compromises in the domestic product, invariably becomes 
exceedingly pure and doctrinaire when packaged for export.”” He pleads, as does 
the Joint Statement, for greater political and economic toleration. When he comes 
to the economic issues, Dr. Galbraith goes less deep. He sees the difficulties of 
European recovery and the importance of closer European economic integration. 
He sees the obstacles to the simpler solutions of customs unions and central con- 
trols over capital investment. But he does not see how greatly the difficulties 
of a solution are increased by the internal inconsistencies of American com- 
mercial policy—the conflict between the desire to create a single world of freely 
convertible currencies, in which there is equal opportunity for American exporters, 
and the desire to create a closely co-operating Europe within which there are 
closer mutual economic ties than there can be with the outside world.] 


NATIONAL PLANNING AssociaTIon. Special Report No. 20. Why 
I am in the Labor Movement. Washington D.C.: National Planning 
Association, 1949. 9’. Pp. 55. $1.00. 

[Fifteen labour leaders of the United States write on different aspects of the 
labour movement. ] 

PaRDUE (BEuLAH LEA). State Supervision of the Property Tax 
Assessments in Kentucky. University of Kentucky, Lexington : 
Bureau of Business Research, 1948. 9’. Pp. vi-+ 67. 50 cents. 

[This study is concerned with the machinery that exists in Kentucky for 
preventing inequities through inequalities of assessment between tax-payers, 
counties and classes of payers, and for eliminating undervaluation or wholesale 
diversion of property from the tax rolls.] 

PueEtrs Brown (E. H.). The Framework of the Pricing System. 
University of Kansas: Student Union Book Store, 1949. 8”. Pp. 
xvi + 221. $3.25. 

_ [An American edition of Prof. Phelps Brown’s well-known text-book, reviewed 
in the Economic JouRNAL of March 1937, by Prof. Hayek.] 


Proceedings of the National Conference of Social Work. Selected 


papers, seventy-fifth anniversary meeting, Atlantic City, New Jersey, 
April 17-23, 1948. New York: Columbia University Press (for the 
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National Conference of Social Work) (London : Geoffrey Cumberlege), 
1949. 9”. Pp. xvi+ 498. 32s. 6d. 


[Papers read to the Seventy-Fifth Anniversary Meeting of the National Con. 
ference on Social Work at Atlantic City during April 1948.] 


Roover (R. DE). The Medici Bank: its organization, manage. 
ment, operations, and decline. New York University Press (London: 
Geoffrey Cumberlege, 1949), 1948. 10”. Pp. xv + 98. 22s. 


[The American edition of this book was noted in the December 1948 issue of 
the Economic JOURNAL.) 


SHISTER (J.). Economics of the Labor Market. New York: 
Lippincott, 1949. 84’. Pp. xxiii+ 590. $4.50. 
[To be reviewed. ] 


Siix (L.). Sweden Plans for Better Housing. Durham, N.C.: 
Duke University Press (Cambridge University Press), 1948. 9”. 
Pp. 149. 22s. 6d. 


[Prof. Silk made this study of Swedish housing plans while holding a Fellow- 
ship in Economics at Duke University and a Fellowship of the American Scandi- 
navian Foundation. This beautifully produced and illustrated volume describes 
the methods by which Sweden has handled the problems of housing shortage. 
It starts with an historical account of the development of housing in Sweden, and 
comes down to current ideas of housing in relation both to town planning and 
social progress. Interesting developments occurred in 1943. The Social 
Democratic government virtually nationalised the planning and financing of 
housing, but not the actual construction or ownership. Prof. Silk believes that 
America (and presumably other countries) can learn much from Swedish experience 
which has shown substantial results, but he does not hold that the United States, 
with higher income standards, need go so far towards nationalisation as Sweden 
has done.] 


SmirH (A. H.), Banr (GLADYS) and WinHELMsS (F. T.). Your 
Personal Economics. An introduction to consumer education. 2nd 
edition. New York and London: McGraw-Hill, 1949. 8’. Pp. 
xii + 458. 14s. 6d. 


[This is designed as ‘‘ a simple, yet comprehensive, course for the earlier years 
of the secondary school period when all students can be reached.’’ Its purpose is 
to teach everybody economics by approaching the subject from the consumers’ 
end, of which even a child has personal experience. It is written at an exceedingly 
elementary level, suitable mainly for American conditions. It is more concerned 
with protecting ‘‘ the born gull from the born crook ” than with inculcating, even 
in their most simple form, the more general principles of economics.] 


SpreceL (H. W.). Current Economic Problems. Philadelphia : 
Blakiston Company, 1949. 8}. Pp. x + 726. 


(This is an attempt to see, through a single pair of eyes, the main problems 
that confront the American economy. They fall under the heads of progress, 
security, freedom and peace. Groups of chapters deal with each of these. Under 
Progress are studied population problems, technological progress and capital 
formation and economic prediction and measurement. Under Security come 
consumer problems, price and employment stabilisation, trade unions, distributive 
justice, social security, housing. Under Freedom and Order come the concen- 
tration of economic power, government and business, public finance, defence, 
public utilities. Under International Peace are examined the problems of inter- 
national trade and finance. The special problems of agriculture, of the South and 
of tho West have a final section of their own. This is a more than usually 
successful attempt to build on an unusual plan.] 


Studies in Income and Wealth. Vol. XI. Conference on Research 
in Income and Wealth. New York: National Bureau of Economic 
Research, 1949. 9’. Pp. xii+ 450. $6.00. 

[To be reviewed.] 
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Taytork (H.) and BarcEr (H.). The American Economy in 
Operation. New York: Harcourt, Brace, 1949. 9’. Pp. ix + 846. 
$4.75. 

[To be reviewed. ] 


Turupp (Sytv1a L.). The Merchant Class of Medieval London. 
Chicago: University Press (Cambridge University Press), 1949. 9”. 
Pp. xix+ 401. 33s. 

[To be reviewed. ] 


Wage-Price Spirals and Economic Stability. Washington D.C. : 
Chamber of Commerce of the United States, 1949. 9’. Pp. 24. 
25 cents. 


[This pamphlet examines the dangers of another inflationary round of wage 
increases in the United States.] 


WaRNER (W. L.), MEEKER (Marcus) and EgEtts (K.). Social 
Classin America. A manual of procedure for the measurement of social 
status. Chicago : Science Research Associates, 1949. 9’. Pp. xiii + 
274. $4.25. 


[To be reviewed.] 


French. 


BETTELHEIM (C.). Bilan de l’économie frangaise, 1919-1946. 
Paris: Presses Universitaires de France, 1947. 9’. Pp. viii + 286. 
360 fr. 


[This book gives an exhaustive statistical account of the development of the 
French economy from World War I until the present day. The reader is given 
extensive information about agricultural organisation, industrial development, 
demographic changes,. financial structure and foreign trade, mainly in tabular 
form. This division of subject makes the data difficult to assimilate, and one 
would have welcomed a chapter giving some comparative estimates of the French 
national income. The third part of the book is probably the most interesting. 
It gives a valuable account of the French economy during the years of occupation. 
The author concludes that the decline in French economic power was primarily 
due to the social and economic consequences of an ageing population, the failure 
to develop foreign trade and the growth of monopoly power. ‘‘C’est pourquoi 
certains pensent que seul une revolution sociale est susceptible de mettre fin a 
cette regression économique .. .”’; as one expects, the author is in favour of 
extensive nationalisation of monopoly industries and extensive economic 
planning. ]} 


BETTELHEIM (C.). Esquisse d’un Tableau Economique de l’Europe. 
Paris: Domat, 1948. 74”. Pp. 356. 


[M. Bettelheim has set himself the task of examining what effects the War has 
had upon European economic potential and what hope there is for economic 
revival. Although he lays the blame for the economic difficulties of the inter- 
war years at the doors of autarkic policy and monopolistic practices and places 
some emphasis upon the restriction on international trade, he does not consider 
that Europe will benefit appreciably from the type of multi-lateralism associated 
with the various international organisations set up since 1944. For instance, 
M. Bettelheim makes the point that one of the fundamental sources of economic 
disequilibrium in Europe is that the latter is relatively over-populated. (A 
precise definition of over-population is not given.) But ‘‘it is one of the para- 
doxes of the I.T.O0. Charter that while it envisages the free movement of capital 
and commodities, it does not provide the same freedom for men, for the countries 
most able to accept emigrants do not wish to move the restrictions against free 
entry. The first two fundamental liberties, if not matched by a third, will 
condemn millions of individuals to starvation conditions.” But for all M. 
Bettelheim’s able statistical survey and occasional pointed remark about post-war 
economic conditions in Europe, the only crumb of comfort he provides is that the 
correct solution is “‘ world economic planning.’’] 
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BrariBanT (G.). La Planification en Tchécoslovaquie. (Le plan 
biennal.) Cahiers de la Fondation Nationale des Sciences Politiques 
No. 6. Paris: Armand Colin, 1948. 94’. Pp. 160. 


[The author is concerned to give an exhaustive account of the planning 
machinery set up by the Czech Government in 1946 rather than with the problems 
it was designed to solve. The book was published before the full effects of the 
Biennial Plan could be examined, and thus, when it deals with the specific problems 
of the Czech economy, it becomes more of a catalogue of good intentions than an 
analysis of the effects of planning itself. Some interesting comparisons between 
production targets and realised totals for 1947 are made, and some precise indica. 
tion is given of the effect of the disastrous drought upon agricultural recovery 
in that year. The Biennial Plan is given in full in an Appendix, and there is 
quite an extensive bibliography.] 


Burcuarpt (F. A.) and Others. L’Economie du Plein Emploi. 
Paris: Presses Universitaires de France, 1949. 93’. Pp. 234. 
600 fr. 

[This is the French translation of the well-known Oxford Institute of Statistics 


publication The Economics of Full Employment. The reproduction is good and 
the translation is competent. ] 


Les Chemins de Fer en U.R.S.S. Paris: Presses Universitaires de 
France, 1946. 93”. Pp. 77. 


[A short and readable acount of the development of railways in the Soviet 
Union. The descriptive material reinforces the obvious conclusion that the 
economic expansion of Siberia must depend upon adequate railroad communica- 
tion. Although classified as a statistical and economic study, the booklet is 
primarily an exercise in economic geography. ] 


Denove (G.). Impét, Economie et Politique. Vol. I. Pression 
fiscale et équilibre économique. Paris: Presses Universitaires de 
France, 1947. 94’. Pp. xvi+ 406. 400 fr. 


[This book is the first of two devoted to an elaborate study of the incidence 
and effects of taxation on both the individual consumer and producer and the 
whole economy. This study is super-imposed upon a detailed analysis of the 
various theories of value familiar in economic theory. There are two interesting 
features in the book. Firstly, the author has relied almost exclusively upon 
Italian writers (¢.g., Barone, De Vico de Marco, Einaudi, Panteleoni, Pareto 
and many others) for his examination of marginalism, indifference curve analysis 
and his interesting survey of sociological theories of value. Secondly, in applying 
value theory to taxation problems the author has made the interesting point that 
indifference-curve analysis demonstrating the excess burden of indirect taxation 
was used by Barone as early as 1912 in the Giornale degli Economisti. M. Dehove 
is apparently unaware of developments in this aspect of economic theory in Great 
Britain and the United States. It is a great pity that the writer has had to assume 
that his fellow economists are ignorant of the elementary theory of value. Too 
much of this volume is devoted to unnecessary ‘‘ Dogmengeschichte ” which 
obscures rather than illuminates the points at issue. The use of diagramatic 
illustration is promiscuous. With two exceptions, the diagrams given are 
hardly necessary, and there are none given where they might save pages of text. 
Finally, special mention should be made of the invaluable list of Italian articles 
and books on taxation and value theory given in the appended bibliography.] 


Dessus (G.), GEORGE (P.) and WEULERSSE (J.). Matériaux pour une 
Géographie Volontaire de |’ Industrie frangaise. Paris : Armand Colin, 
1949. 93”. Pp. 178. 250 fr. 


[This volume contains three studies of problems of industrial concentration in 
France. M. Dessus writes an unofficial French Barlow Report and draws very 
similar conclusions about the effects of industrial concentration to those of the 
Barlow Commission. M. George contributes the most interesting study of the 
three with an examination of the size of the industrial unit in various French 
industries. He encounters similar difficulties in the interpretation of official 
statistical data to those met by Rostas in his studies of industrial productivity. 
The predominance of the small firm, even in the extractive industries, is still a 
marked feature of French economy. The author does not, however, discuss the 
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relationship between size and efficiency. M. Weulersse confines his study to a 
description of the metallurgical factories in Tilliéres-sur-Avre which provide 
ample material for a study of industrial concentration in a rural setting.) 


L’Institut National de la Statistique et des Etudes Economiques, 
La Palestine. Paris: Presses Universitaires de France, 1948. 
93”. Pp. 192. 460 fr. 

[Although this handbook is described as a ‘* Mémento Economique,” it gives 
a comprehensive account of the historical and political development of Palestine 
and provides a wealth of information on industrial and agricultural development 
in the inter-war years. Chapter XI, on Palestine’s foreign economic relations, 
is particularly interesting for its explanation of fiscal problems and for its statistics 
comparing the inter-war and post-war balance of payments.] 


Nogaro (B.). Les Grands Problémes de l’Economie Contemporaine. 
Paris: Presses Universitaires de France, 1947. 7”. Pp. 128. 


[An outline of contemporary economic problems written for the layman in a 
series rather after the style of our own Home University Library. The Chapters 
on Prices and Money are very well expounded, and the book as a whole is clear 
and concise. ] 


Nogaro (B.). La Valeur Logique des Théories Economiques. 
Paris: Presses Universitaires de France, 1947. 9’’. Pp. viii + 185. 
200 fr. 


[The title of this book is somewhat misleading. It is in essence a critique of 
nineteenth-century economic doctrine except for a seven-page criticism of the 
Keynesian identity of saving and investment in Chapter VI of the ‘‘ General 
Theory.” In few cases has the author endeavoured to point out inconsistency 
in the formal logic of economic theorists; his main quarrel is with assumptions. 
For instance, in the case of the marginal theory of value, which is examined 
at length, the main criticism is that ‘‘ nous ne sommes pas capables de classer 
rigoureusement nos besoins.”” The writer may have read Chapter VI of the 
“General Theory,” but his criticisms, particularly his references to saving and 
hoarding, suggest that Chapter VII must have remained unread !]} 


RuerrF (J.). L’Ordre Social. New edition. Paris: Librairie de 
Médicis, 1948. 9”. Pp. 659. 

[A new edition in one volume of the book which was published in 1945 and 
noted in the Economic JouRNAL of June 1946.] 


Siz (E.). Le Relévement économique et financier de la Hollande. 
Un succés du dirigisme. Paris: Centre d’Etudes de Politique 
Etrangére, 1947. 7”. Pp. 101. 60 fr. 


[After a short account of the economic effects of the War on the Dutch 
economy, M. Silz concentrates upon the problem of monetary stabilisation in 
Holland. By an interesting comparison with the Belgian currency reform, he 
attempts to show that the underlying economic conditions in both countries 
necessitated a different approach to the post-war inflation problem. As the book 
deals with the period from the Liberation of Holland to the end of 1946, it may 
seem over-optimistic in the light of the economic problems facing that country 
in 1947, the crucial year of Dutch recovery. ] 


WEILLER (J.). Problémes d’Economie Internationale. Les Echanges 
de Capitalisme Libéral. Paris: Presses Universitaires de France, 
1946. 9”. Pp. 232. 240 fr. 


[This book is a long and elaborate critique of the Classical theory of inter- 
national trade, including the theory of the equilibrium of exchange rates, inter- 
spersed with a great deal of statistical information about inter-war exchange 
problems. The first part of the book is primarily empirical in content and dis- 
cusses the factors which promoted international disequilibrium in foreign trade 
in the inter-war years. The second and third parts deal with the theory of com- 
parative costs followed by the theory of the gold standard which, if comprehensive 
and elaborately documented, pays little attention to modern aspects of the theory 
of international trade. There is a very inadequate discussion, in six pages, of the 
foreign-trade multiplier. The fourth and fifth parts complete the empirical survey 
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by reference to problems of international investment and international monetary 
policy, special attention being paid to French experience. The author concludes 
that traditional theory will have little to tell us about the conditions of international 
trade in the years following the Second World War in view of the emergence of the 
planned State as the predominant political and economic order.] 


Austrian. 


GRuUBER (K.). Die Zusammenhinge zwischen Grésse, Kosten und 
Rentabilitaét industrieller Betriebe. Vienna: Springer, 1948. 94”. 
Pp. 24. 3s. 9d. 


[This article from the Zeitschrift fir National ékonomie has been separately 
published by Messrs. Springer. ] 


German. 


MontTanER (A.). Der Institutionalismus als Epoche amerikanischer 
Geistesgeschichte. Tiibingen: J. C. B. Mohr, 1948. Pp. 155. 
DM. 9.60. 


{Even the most scholarly minded British or American economists will prob- 
ably fail to grasp the line of thought from which a book like this emerges. It is 
@ product of a typical German academic mentality, at least as it was known in 
pre-Hitler Germany. Why it should be necessary to go back to Heraclitus in 
order to define ‘‘institutionalism”’ as a doctrine “mainly prevailing among 
American economists, conceived by Thorstein B. Veblen, and differing from 
classical and neo-classical economics in rejecting pure theory and the method of 
isolation ”’ is difficult to comprehend. The more so, as it is doubtful whether the 
author is right in his assumption that the demand or exact and statistical- 
empirical description of the factual social and economic institutions constitutes 
the fundamental difference between the classical and neo-classical economists on 
the one hand and the “‘ institutionalists ’’ on the other. This is more or less the 
line of demarcation which separates any non-classical school of economics from 
economic orthodoxy. It is the ethical orientation to which Veblen’s views and 
those of his followers owe their special significance. Though the author arrives, 
by a somewhat circuitous route, at the conclusion that developments of American 
thought within the sphere of social sciences are related to European development 
(which is nothing new), it is interesting to learn that he is obviously strongly 
influenced by the modern American theory which regards economics as a science— 
if it is such at all—which forms only a single branch of a more general science of 
human behaviour. The author has taken great pains to list the huge literature, 
which clearly confirms that the idea of causal necessity in social phenomena has 
been in the intellectual atmosphere for more than a century, but also that until 
now mankind has tried in vain to adjust ‘‘ causal necessity ’’ to social-ethical 
demands. ] 


Nevtine (W.). Neue deutsche Agrarpolitik. Tiibingen: J.C. B. 
Mohr, 1949. 9’. Pp. vi + 250. 

[To be reviewed. ] 

Ruera (A.). Geldtypen und Geldordnungen. Fundamente fiir 
eine echte allgemeine Geld- und Wirtschaftstheorie. Stuttgart: 
Kolhammer, 1949. 93’. Pp. xvi+ 352. DM 20. 

{To be reviewed. ] 

Dutch. 


Report of the President of the Java Bank. Batavia: Kolff, 1948. 
93”. Pp. 26. 
[This report covers the years 1941-47.] 


Italian. 


CASTELLINO (G.). Quaderni di cronache economiche V. I rego- 
lamenti internazionali. Turin: Camera di Commercio, Industria ed 
Agricoltura, 1949. 93’. Pp. 101. 
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GancEmi (L.). Amministrazione finanziaria pubblica. Naples: 
A. Morano, 1948. 93”. Pp. 435. 13001. 


GancEmMI (L.). Elementi di scienza delle finanze. Vol. I. Teoria 
generale. L’organizzazione sociale e la finanza publica. L’aspetto 
economico, part I. 4th edition. Naples: Eugenio Jovene, 1948. 
93”. Pp. viii + 537. 18001. 


GancEMI(L.). Elementidiscienzadelle finance. Vol.II. Aspetto 
economico della ripartizione. Finanza straordinaria. Naples: A 
Morano, 1945. 94’. Pp. 403. 


Danish. 


INSTITUTE OF FARM MANAGEMENT AND AGRICULTURAL ECONOMICS. 
Thirty Years of Farm Accounts and Agricultural Economics in Denmark, 
1917-1947. Copenhagen: Ejvind Christensen, 1949. 93’. Pp. 80. 
2 Kroner. 

[A study, here published in English, by the Danish Institute of Farm Manage- 
ment and Agricultural Economics, which summarises the Institute’s experience 
of the past thirty years. It starts with a brief introduction to Danish agricul- 
ture, and goes on to the development of farm accountancy. The third, and most 
interesting, section deals with the main results of the investigations undertaken 
by the Institute. These are analysed under broad heads of prices and price 
relationships, production and market conditions, returns on capital, working 
costs and financial results, the economy of large and small farms, and finally 
certain social aspects and living expenses.] 


Norwegian. 


OvurEN (T.) and Somme (A.). Trends in Inter-War Trade and 
Shipping. Bergen: J. W. Eides Forlag, 1948. 11”. Pp. viii + 72. 
Kr. 15. 


[To be reviewed.] 


Polish. 


BoskowskI (S.). Metoda Racjonalnego Rozwiazania Zagadnien 
Gospodarezych i Spotecznych. Lubeck, 1948. 8”. Pp. 59. 


[A discussion of the rational solution of economic and social problems. ] 


Swiss. 


_Sacororr (S.). Begriff und Berechnung des Volkseinkommens. 
Eine Untersuchung tiber Reinprodukt und Einkommen im Rahmen der 
me Berne: Francke, 1949. 83’. Pp. 132. S. fr. 

80. 


[To be reviewed.] 
Swedish. 


_ Matmguist (S.). A Statistical Analysis of the Demand for Liquor 
in Sweden. A study of the demand for a rationed commodity. 
Uppsala : Appelbergs Boktryckeriaktiebolag, 1948, 94”. Pp. 133. 


_[This book provides a detailed analysis of the sales of liquor in Sweden, 
principally over the years 1923-39, and is of particular interest since liquor 
rationing of a varying degree of strictness was in force over the whole period. 
Chapter I provides demand analyses in which the average quantity purchased in 
each year is expressed in terms of the average ration as well as the level of real 
incomes and real prices. It appears that real price and income elasticities are in 
the range one to four to one to three as compared with estimates in the range 
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one to two to two to three or even higher given for the United Kingdom by 
Stone and Prest. Chapter II is devoted to an examination of the meaning of 
demand elasticities for rationed commodities. In Chapter III the variations of 
consumption with price are examined in greater detail, and the use of monthly 
data are discussed, together with the attendant problem of seasonal adjustment. 
The final chapter investigates the amount of liquor bought by different income 
groups. The whole work is developed from a theoretical standpoint, and a careful 
use is made of regression and correlation techniques in the many applications, 
Everyone interested in demand analysis should read this book.]} 


Czech. 


CHMELAR(A.). Funkce prava v hospodarském planovani. Prague: 
Ministry of Information, 1949. 8. Pp. 147. Kes. 58. 


(This is a most disappointing book. The title would lead us to assume that 
we should get a discussion of the function of law in a planned economy, a topic 
on which far too little has as yet been written. Instead of that we are treated to a 
hurried discourse on the Marxian attitude to law which does not even possess 
the grace of clarity. This is followed by a short review of recent economic history 
related to Czechoslovakia and some trite remarks on planning in other countries. 
The appendix to the book contains the texts of the statues and statutory instru- 
ments of importance to planners in Czechoslovakia. The author appears to 
appreciate that the preblem of law in a planned economy raises such issues as that 
of personal freedom, the freedom to contract and the like, but somehow he never 
really gets to grips with them.] 


Doxansky (J.). Svyrovnanym rozpoctem do pétiletky. Prague : 
Ministry of Information, 1949. 8. Pp. 59. Kes. 9. 


(This booklet contains the substance of the speech with which the then 
Czechoslovak Minister of Finance introduced the budget for 1949 in the Czecho- 
slovak Parliament. In the introduction it is stated that this publication is to 
serve as a text-book of socialist public finance. This little book should be an 
eye-opener to those who may have felt that in a socialist economy such pre- 
judices as fixed exchange rates, balanced budgets, stable currencies and the like 
would be discarded. Dr. Dolansky clearly shows how the need for investment 
finance has to be met in a socialist economy from state receipts and how important 
the balancing of the budget is if inflation is to be avoided. The close connection 
between the budget and the national plan is emphasised, and the use of budgetary 
policy in the class struggle is illustrated. The appendix contains tables giving 
details of the 1949 budget.] 


PttpAn (O.) and Srrisrny (J.).  Zaklady cenového prava. 
Prague: Orbis, 1949. 7. Pp. 516. Keés. 180. 


[This is a text-book dealing with the legal aspects of Government price-fixing 
and price control and with the measures taken against black-market operators. ] 


Srptik (J.). Verejné Finance Ceskoslovenska. Prague: Orbis, 
1947. 8. Pp. 196. Kes. 65. 

[This is a text-book of public finance written in the Continental style; that 
is to say, the discussion is based on a description of the tax-system of the country, 
economic issues being completely disregarded. Within the limits set by its 
approach it is a competent enough work. | 


Sretik (J.). Colmova sociologické theorie statniho hospodaistvi. 
Prague : Knihovna sborniku véd pravnich a statnich, 1947. 8. Pp. 
122. Kes. 70. 


[Prof. Siblik’s purpose in writing this book was a more ambitious one than 
that in the book mentioned above. He aims in this work at restating the nature 
of public finance which he does by a severe criticism of Prof. G. Colm’s book : 
Volkswirtschaftliche Theorie der Staatsausgaben. Prof. Siblik subscribed to the 
teleological approach to economics and believes thus in analysing problems of 
public finance on functional lines. The hook suffers from an over-reliance on 
authorities who are quoted copiously so that it is often difficult to ascertain what 
the author’s personal views are. The very method of approach followed by the 
author makes detailed criticism of the book difficult, since unless one has a copy 
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of Colm’s book at hand, Prof. Siblik’s arguments are not easy to follow. The 
absence of any kind of index is a further defect on a book of this type.] 


Spscr. (B.) and Others. Mimoradné dévky. Prague: Orbis, 
1949. 7. Pp. 293. Kes. 142. 


[This is a commentary on the Act of October 31, 1947, by which a kind of 
“ Special Contribution ” was imposed on certain classes of property owners and 
high-income recipients in Czechoslovakia. The purpose of this levy was to obtain 
funds for the payment of subsidies to farmers who had suffered heavy losses as a 
result of the drought in the summer of 1947. Following the political changes of 
February 1948, the Act was amended and the rates payable substantially in- 
creased in line with the known policy of the Communist party. } 





Spanish. 


CARANDE (R.). Carlos V y sus Banqueros: la hacienda real de 
Castilla. Madrid: Sociedad de Estudios y Publicaciones, 1949. 
10”. Pp. xvi + 635. 

[This study of the Treasury of Spain during the reign of Charles V, its sources 
of revenue and its expenditure, is the first work published by the ‘‘ Sociedad de 
Estudios y Publicaciones ” of Madrid. ] 


South American. 


Bastos (H.). A Economia Brasileira eo Mundo Moderno. S8. 
Paulo: Livraria Martins Editora, 1948. 9’. Pp. 290. 


[A geo-political examination of the structure of the Brazilian economy.] 


JANSENSON (S.). Banco del Comercio Exterior Argentino. Buenos 
Aires: The University, 1948. 10’. Pp. 101. 

[A discussion of ihe objectives and functions that might be performed by a 
Foreign Trade Bank of the Argentine. ] 


Nueva Organizacion Bancaria Nacional. Buenos Aires: The 
University, 1948. 9”. Pp. 31. 

[New legislation in March 1947 gave new objectives and responsibilities to the 
Central Bank of the Argentine Republic. This pamphlet sets out the changes in 


objectives and methods. } 
Official. 
BRITISH. 

CuaRLEs (Enip). The Changing Size of the Family in Canada. 
Census Monograph No. 1. Ottawa: Edmond Cloutier, 1948. 94’. 
Pp. xiv + 311. 75 cents. 

[To be reviewed.] 


DEPARTMENT OF AGRICULTURE. Agro-Economic Survey of the 
Union. Survey conducted and data compiled by the Division of 
Economics and Markets. Pretoria: Government Printer, 1948. 
93”. Pp. 192. 1s. 


[This is the first of a series of reports arising from the agro-economic survey of 
the Union started in 1936. The survey is designed to aid our understanding of the 
agricultural structure of the country. It starts with an attempt to analyse the 
various factors—physical, biological, economic and historical—which determine 
the character of agriculture in different agro-economic areas and, so far as possible, 
to delimit those areas. By the end of 1941 some thirty areas had been delimited 
and grouped according to geographical position, and according to similarity of 
general features and present farming practice. This report covers the six high- 
land crop-production areas. It is hoped soon to publish reports on fourteen 
further areas. The report includes for each area a mass of invaluable detailed 
statistical material covering rainfall, temperature, soil, vegetation, farming 
systems, land utilisation, capital investment, crops, stock farming, labour supply, 
indebtedness and other general economic and social factors. ] 


No. 235—von. irx. Lis 
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DEPARTMENT OF TRADE AND COMMERCE. Private and Public 
Investment in Canada. Outlook 1949. Ottawa: King’s Printer, 
1949. 94’. Pp. 51. 

[Gross investment is estimated to be about $4.8 billions in 1949 compared with 
$4.5 billions in 1948, an increase of 7%. Of this $3.3 billions is estimated new 
investment and $1.5 billions is repair and maintenance. } 


DEPARTMENT OF TRADE AND COMMERCE. Supply of Building 
Materials in Canada. Outlook 1949. Ottawa: King’s Printer, 1949. 
94”. Pp. 23. 

[A better flow of materials and fewer serious shortages are expected in 1949 
than in 1948.] 


Investment and Inflation. With special reference to the immediate 
post-war period. Canada, 1945-1948. Canada: Ottawa, 1949. 
13”. Pp. 290. 

[This is a large roneo-ed report prepared in the Economic Research Branch of 
the Department of Trade and Commerce of Canada by Dr. O. J. Firestone with 
the assistance of Mrs. J. M. Nicholson and Mr. D. J. Daly. It analyses the place 
of investment in the Canadian economy, its fluctuations after the past twenty 
years, the available resources, the trends of cost, the contribution to the standard 
of living, the attitudes of businessman, consumer and government, and finally 
the post-war investment boom. The author expects a continuation of the high 
1948 level of investment for two or three years at least.]} 


NATARAJAN (B.). A Scheme of Crop Insurance for the Province 
of Madras. Madras: Economic Adviser to the Government of Madras, 
1949. 93”. Pp. 26. 

[This paper examines the possibilities of applying to Indian conditions the 
techniques of crop insurance which have been developed in America. The 
desirability of ‘* protecting the individual cultivator against the hazards of 
drought, floods, hail, fire, excessive rainfall, winds, plant diseases and insect pests” 
is not in question. What to a layman seems much more difficult is how it can be 
made possible to distinguish the consequences of these catastrophes from the 
consequences of indifferent cultivation and insufficient energy in countering these 
disasters. In the United States, apparently, the insured farmer is protected 
only against a loss in yield either below 75% or below 50%, of his average yield, 
at his option. Various other problems are here discussed. It is suggested that 
there be insurance only of produce and not of price; that insurance be started for 
certain staple crops only, but covering as wide an area as possible and not only 
those prone to disaster; that it be made compulsory; that the levy be based ona 
premium of one-twentieth of the production; that the responsibility of operation 
be placed upon a Public Corporation. It will be interesting to see whether this 
scheme makes further progress. } 

The National Income of Jamaica for 1943, 1946. Jamaica: Central 
Bureau of Statistics, 1948. 13”. Pp. 78. 2s. 6d. 

[This is a roneo-ed report on the national income of Jamaica in 1943 and 1946. 
It is based on an earlier work by Prof. Benham and Miss Phyllis Deane. The 
Island Statistician in a Foreword holds out hope that an annual estimate will be 
made in future if circumstances permit. Mr. Morais, the Assistant Statistician, 
who is responsible for this estimate, has been able to use a good deal of additional 
material, beyond that available to the earlier investigators. He has produced a 
fine and scholarly piece of work on which all concerned are to be congratulated.] 

Studies in Official Statistics, No.1. The Interim Index of Industrial 
Production. London: H.M. Stationery Office, 1949. 8}. Pp. 52. 
1s. 

[To be reviewed.] 

Union or Sovutn Arrica. Social and Economic Planning Council. 
Report No. 11. Economie Aspects of the Gold Mining Industry. 
Pretoria : Government Printer, 1948. 93’. Pp. 64. 6s. 6d. 

[This is a report of first-class importance. It represents an aut 
attempt to re-assess the place of gold-mining in the economy of Sout 
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the new post-war setting created by changed prices and costs, the Bretton Woods 
agreement and other changes. It faces not only the short-term but also the 
long-term problems of the industry. It attempts to estimate the future of the 
Witwatersrand Field and the potentialities of the Orange Free State Field. It 
seeks to face the even longer-term problems of the industry’s ultimate decline 
and of State policy in relation to declining mining areas. ] 


Union or Sourn Arrica. Summary of Report No. 11 of the 
Social and Economic Planning Council entitled ‘‘ Economic Aspects of 
the Gold Mining Industry.”’ Pretoria: Government Printer, 1948. 


94”. Pp.12. Is. 
[A short summary of the report noted above.] 


DvuTcHu. 

SmuupeErs (A. M. F.) and Massizzo (A. I. V.). Consumptieniveau 
en Inkomensverdeling. The Hague: Centraal Planbureau, 1949. 
9”. Pp. 11. 

Stuvex (G.). Analyse van een nationaal Budget. The Hague: 
Centraal Planbureau, 1949. 9}. Pp. 32. 


[These are the first two of a series of reprints of articles, edited and produced in 
the Central Planbureau under the direction of Dr. Tinbergen by members of the 
staff of the organisation. As may be expected they are both scholarly and 
thorough pieces of work, embodying original ideas as well as authoritative 
statistical material. ] 


CZECHOSLOVAK. 


Pribéh plnéni hospodarského planu. Prague: Ministry of 
Information, 1949. 8. Pp. 95. Kes. 47. 


[This is a continuation of the series of reports dealing with the progress of the 
Czechoslovak economy under the two-year plan. The story is now brought up 
to the third quarter of 1948.] 


Prvni pétilety hospodéisky plan Ceskoslovenské Republiky. 
Prague: Ministry of Information, 1949. 8. Pp. 277. Kes. 64. 


[In this volume there appear the addresses given by the Czechoslovak Prime 
Minister and by some of his colleagues on the occasion of the introduction of the 
Five Year Plan Bill in the Czechoslovak Parliament. The toxts of the Act 
itself and of the Government memorandum which accompanied the Bill are given 
in the appendix. The Act enumerates the general targets to be attained by the 
various industries by the end of 1953. The Government will, by order, lay down 
detailed quarterly programmes for the guidance of the various sectors of the 
country’s economy. It is interesting to note Section 42 of the Act which authorises 
the Government to regulate by order even matters which would otherwise require 
the passing of an Act of Parliament.] 


EGYPTIAN. 


_ Cereals Consumption in Egypt. Statistics by Mahmoud Abdel 
Karim. Introduction and Conclusions by J. I. Craig. Cairo: Govern- 
ment Press, 1947. 103’. Pp. 18. 


[The purpose of this paper is to provide some of the background material on 
which an agricultural policy can be framed. The broad conclusion is that, over 
the period 1914-41, population has grown about 1-15% ger annum, the area under 
cereal crops has grown about 0-25% per annum, production of cereals has grown 
about 0-38% per annum and consumption of cereals has grown about 0-26% per 
annum, Thus the population of Egypt is being progressively less well fed.] 
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INTERNATIONAL. 


ECE in Action. The story of the United Nations Economic Com. 
mission for Europe. United Nations: Department of Public Informa. 
tion, 1948. 9’. Pp. 47. 30 cents. 

[A popular account of the work of the Economic Commission for Europe, 
which describes with illustrations the progress made in Europe in the various 
fields in which the Commission has been interested. ] 


Inter-Allied Reparation Agency. Report of the Secretary General 
for the Year 1948. Brussels: Inter-Allied Reparation Agency, 1949, 
93". P. 98. 

[The work of the Reparation Agency in 1948 was immensely complicated by 
indecision as to the future of deliveries. Thus, it was extraordinarily difficult to 
judge the probable size of the pool to be divided or whether particular allocations 
of plants might or might not turn out to be equitable. This report records the 
work done and in valuable tables shows what each receiving country has had. 
There is also a complete list of plants made available to the agency and allocated 
by them. In the vast majority of cases the plants concerned are pure munition 
plants.] 


INTERNATIONAL LABOUR OFFICE. Labour Courts in Latin America. 
Geneva and London: International Labour Office, 1949. 94”. 
Pp.v +110. 3s. 9d. 

[This study compares and contrasts the machinery for settlement of labour 
disputes in the United Kingdom, France, Sweden, Germany and in the United 
States and Canada, with the machinery that has been created in Latin America. 
The latter are described in full detail, and a proposed resolution concerning Labour 
Courts is attached. ] 

Technical Assistance for Economic Development available through 
the United Nations and the Specialized Agencies. Lake Success: 
United Nations (London: H.M. Stationery Office), 1949. 9’. Pp. 
102. 4s. 

(This booklet summarises the types and sources of assistance provided by the 
United Nations and its specialised agencies. The available assistance is analysed 
under the broad heads of agriculture, forestry, fisheries, other physical resources, 
education and technical training, labour and employment, health, nutrition, 
safety, public administration, finance, currency and statistics. ] 

UnitED Nations. Catalogue of Economic and Social Projects. 
No. 1. Lake Success: United Nations (London: H.M. Stationery 
Office), 1949. 9’. Pp. vii+ 271. 10s. 

[An analytical catalogue of the work proceeding under the United Nations and 
its specialised agencies in the fields of economics and social problems. Some 
739 items are listed, and each is given a few lines of description, indicating in 
most cases the circumstances in which the work was instituted, its approximate 
content and probable date of completion. ] 


Unitep Nations. Check List of United Nations Documents. 
Part 6h: No. 1. Fiscal Commission, 1947-1948. First Session. 
Lake Success: Library Services, Department of Public Information, 
United Nations, 1949. 9’’. Pp. 1l. 2s. 6d. 

Unitep Nations. Check List of United Nations Documents 
Part 5: No. 1. Economic and Social Council, 1946-1947. First to 
Fifth Sessions. Lake Success: Library Services, Department of 
Public Information, 1949. 9’. Pp. lii + 230. 25s. 

[Lists of documents with brief indication of the subject and content.] 

UniteD Nations. Research and Planning Division, Economic 
Commission for Europe. Economic Survey of Europe in 1948. 
Geneva : United Nations, 1949. 11”. Pp. xii+ 288. $2.50. 

[To be reviewed. ] 
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Unrtep Nations. International Tax Agreements. Lake Success : 
United Nations (London: H.M. Stationery Office), 1949. 10’. Pp. 
461. Paper 20s. Cloth 25s. 

[This volume brings up to date the six-volume Collection of International Tax 


Agreements and Internal Legal Provisions for the Prevention of Double Taxation and 
Fiscal Evasion, published by the League of Nations from 1928 to 1936.] 


Unitep Nations. Major Economic Changes in 1948. Lake 
Success: United Nations (London: H.M. Stationery Office), 1949. 
11”. Pp. vi+ 74. 5s. 


[The purpose of this publication is to make generally available the preliminary 
results of the more comprehensive economic survey of the world situation in 1948 
which isin preparation. It contains a great deal of valuable statistical and factual 
material with preliminary world totals in most cases. ] 


Unitep Nations. National Income Statistics of Various Countries, 
1938-1947. Lake Success : United Nations (London: H.M. Stationery 
Office), 1949. 11”. Pp. vi+ 150. Paper 7s. 6d. Cloth 12s. 6d. 


[To be reviewed.] 


Unttep Nations. Public Debt, 1914-1946. Lake Success: 
United Nations (London: H.M. Stationery Office), 1948. 11”. Pp. 
159. 12s. 6d. 


[A tabulation of the public debt outstanding and the debt service of all the 
principal countries of the world. The data are presented wherever possible in two 
tables. The first shows for each year from 1914 to 1946 (and where possible for 
1947) total public debt, domestic long-term debt, domestic short-term debt, 
foreign debt, interest and redemption payments. Price movements and exchange 
rates are added for convenience. In the second table are shown the most im- 
portant obligations incurred since 1928 and where possible the purpose, amount 
outstanding, nominal rate of interest, date of issue and date of maturity of each 
loan. This is an invaluable work of reference.] 


UnitEp Nations. Review of International Commodity Problems 
1948. Lake Success: United Nations (London: H.M. Stationery 
Office), 1948. 103”. Pp.v-+ 42. 2s. 6d. 


(This is the report for 1948 of the Interim Co-ordinating Committee for 
International Commodity Arrangements. After a brief general survey, the cur- 
rent situation for each of the principal primary commodities is described and 
analysed. ] 


UnirEp Nations. What the United Nations is Doing for Non- 
self-governing Territories. Lake Success: United Nations, 1948. 
74”. Pp. 24. 15 cents. 


[A popular account of the United Nations machinery for supervising the 
administration of Non-self-governing Territories. ] 


UnitEp Nations. What the United Nations is doing for Refugees 
and Displaced Persons. Lake Success: United Nations, 1948. 7}’’. 
Pp. 16. 15 cents. 


[A popular account of the problem of the Displaced Persons. At the end 
of 1948 there were still some 705,000 refugees in Europe dependent on the Inter- 
national Refugees Organisation. During the year mid-1947 to mid-1948, there 
were 204,000 refugees settled. The largest number (nearly 70,000) came to the 
United Kingdom. It is hoped to settle 380,000 during 1948-49. But there is a 
hard-core, of about 184,000 which may be left stranded in Europe unless certain 
nations are more liberal in their standards of admission. ] 
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